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The Impact of Money on an 
African Subsistence Economy 


T HAS often been claimed that money was to be found in much of 

the African continent before the impact of the European world and 
the extension of trade made coinage general. When we examine these 
claims, however, they tend to evaporate or to emerge as tricks of defini- 
tion. It is an astounding fact that economists have, for decades, been 
assigning three or four qualities to money when they discuss it with 
reference to our own society or to those of the medieval and modern 
world, yet the moment they have gone to ancient history or to the so- 
cieties and economies studied by anthropologists they have sought the 
“real” nature of money by allowing only one of these defining charac- 
teristics to dominate their definitions. 

All economists learned as students that money serves at least three 
purposes. It is a means of exchange, it is a mode of payment, it is a 
standard of value. Depending on the vintage and persuasion of the au- 
thor of the book one consults, one may find another money use—storage 
of wealth. In newer books, money is defined as merely the means of 
unitizing purchasing power, yet behind that definition still lie the stand- 
ard, the payment, and the exchange uses of money. 

It is interesting that on the fairly rare occasions that economists dis- 
cuss primitive money at all—or at least when they discuss it with any 
empirical referrent—they have discarded one or more of the money 
uses in framing their definitions. Paul Einzig,’ to take one example for 
many, first makes a plea for “elastic definitions,” and goes on to point 
out that different economists have utilized different criteria in their 
definitions; he then falls into the trap he has been exposing: he excori- 
ates Menger for utilizing only the “medium of exchange” criterion and 

1 Paul Einzig, Primitive Money in its Ethnological, Historical and Economic Aspects (London: 


Eyre and Spottisworde, 1949), pp. 319-26. 
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then himself omits it, utilizing only the standard and payment criteria, 
thus taking sides in an argument in which there was no real issue. 

The answer to these difficulties should be apparent. If we take no 
more than the three major money uses—payment, standard and means 
of exchange—we will find that in many primitive societies as well as 
in some of the ancient empires, one object may serve one money use 
while quite another object serves another money use. In order to deal 
with this situation, and to avoid the trap of choosing one of these uses 
to define “real” money, Karl Polanyi” and his associates have labeled 
as “general purpose money” any item which serves all three of these pri- 
mary money uses, while an item which serves only one or two is 
“special purpose money.” With this distinction in mind, we can see that 
special-purpose money was very common in pre-contact Africa, but 
that general purpose money was rare. 

This paper is a brief analysis of the impact of general purpose money 
and increase in trade in an African economy which had known only 
local trade and had used only special purpose money. 

The Tiv are a people, still largely pagan, who live in the Benue Valley 
in central Nigeria, among whom I had the good fortune io live and work 
for well over two years. They are prosperous subsistence farmers and 
have a highly developed indigenous market in which they exchanged 
their produce and handicrafts, and through which they carried on local 
trade. The most distinctive feature about the economy of the Tiv—and 
it is a feature they share with many, perhaps most, of the pre-monetary 
peoples—is what can be called a multi-centric economy. Briefly, a multi- 
centric economy is an economy in which a society’s exchangeable goods 
fall into two or more mutually exclusive spheres, each marked by dif- 
ferent institutionalization and different moral values. In some multi- 
centric economies these spheres remain distinct, though in most there 
are more or less institutionalized means of converting wealth from one 
into wealth in another. 

Indigenously there were three spheres in the multi-centric economy of 
the Tiv. The first of these spheres is that associated with subsistence, 
which the Tiv call yiagh. The commodities in it include all locally pro- 
duced foodstuffs: the staple yams and cereals, plus all the condiments, 
vegetable side-dishes and seasonings, as well as small livestock— 
chickens, goats and sheep. It also includes household utensils (mortars, 


2 Karl Polanyi, “The Economy as Instituted Process,” in Karl Polanyi, Conrad M. Arensberg 
and Harry W. Pearson, eds. Trade and Market in the Early Empires (Glencoe, Ill.: The Free 
Press and The Falcon’s Wing Press, 1957), pp. 264-66. 
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grindstones, calabashes, baskets and pots), some tools (particularly those 
used in agriculture), and raw materials for producing any items in the 
category. 

Within this sphere, goods are distributed either by gift giving or 
through marketing. Traditionally, there was no money of any sort in 
this sphere—all goods changed hands by barter. There was a highly 
developed market organization at which people exchanged their pro- 
duce for their requirements, and in which today traders buy produce in 
cheap markets and transport it to sell in dearer markets. The morality 
of this sphere of the economy is the morality of the free and uncon- 
trolled market. 

The second sphere of the Tiv economy is one which is in no way 
associated with markets. The category of goods within this sphere is 
slaves, cattle, ritual “offices” purchased from the Jukun, that type of 
large white cloth known as tagudu, medicines and magic, and metal 
rods. One is still entitled to use the present tense in this case, for ideally 
the category still exists in spite of the fact that metal rods are today very 
rare, that slavery has been abolished, that European “offices” have re- 
placed Jukun offices and cannot be bought, and that much European 
medicine has been accepted. Tiv still quote prices of slaves in cows and 
brass rods, and of cattle in brass rods and tugudu cloth. The price of 
magical rites, as it has been described in the literature, was in terms of 
tugudu cloth or brass rods (though payment might be made in other 
items) ; payment for Jukun titles was in cows and slaves, tugudu cloths 
and metal rods.° 

None of these goods ever entered the market as it was institutional- 
ized in Tivland, even though it might be possible for an economist to 
find the principle of supply and demand at work in the exchanges 
which characterized it. The actual shifts of goods took place at cere- 
monies, at more or less ritualized wealth displays, and on occasions 
when “doctors” performed rites and prescribed medicines. Tiv refer 
to the items and the activities within this sphere by the word s/agba, 
which can be roughly translated as prestige. 

Within the prestige sphere there was one item which took on all of 
the money uses and hence can be called a general-purpose currency, 
_though it must be remembered that it was of only a very limited range. 
Brass rods were used as means of exchange within the sphere; they also 
served as a standard of value within it (though not the only one), and 


3B. Akiga Sai, Akiga’s Story (London: International Institute of African Languages and 
Cultures, 1939), p. 382 and passim, 
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as a means of payment. However, this sphere of the economy was 
tightly sealed off from the subsistence goods and its market. After 
European contact, brass rods occasionally entered the market, but they 
did so only as means of payment, not as medium of exchange or as 
standard of valuation. Because of the complex institutionalization and 
morality, no one ever sold a slave for food; no one, save in the depths of 
extremity, ever paid brass rods for domestic goods. 

The supreme and unique sphere of exchangeable values for the Tiv 
contains a single item: rights in human beings other than slaves, par- 
ticularly rights in women. Even twenty-five years after official abolition 
of exchange marriage, it is the category of exchange in which Tiv are 
emotionally most entangled. All exchanges within this category are 
exchanges of rights in human beings, usually dependent women and 
children. Its values are expressed in terms of kinship and marriage. 

Tiv marriage is an extremely complex subject.* Again, economists 
might find supply and demand principles at work, but Tiv adamantly 
separate marriage and market. Before the coming of the Europeans all 
“real” marriages were exchange marriages. In its simplest form, an 
exchange marriage involves two men exchanging sisters. Actually, this 
simple form seldom or never occurred. In order for every man to have 
a ward (ingol) to exchange for a wife, small localized agnatic lineages 
formed ward-sharing groups (“those who eat one Ingol”—mbaye ingol 
i mom). There was an initial “exchange”—or at least, distribution—of 
wards among the men of this group, so that each man became the 
guardian (tien) of one or more wards. The guardian, then, saw to the 
marriage of his ward, exchanging her with outsiders for another 
woman (her “partner” or zkyar) who becomes the bride of the guardian 
or one of his close agnatic kinsmen, or—in some situations—becomes 
a ward in the ward-sharing group and is exchanged for yet another 
woman who becomes a wife. 

Tiv are, however, extremely practical and sensible people, and they 
know that successful marriages cannot be made if women are not 
consulted and if they are not happy. Elopements occurred, and some- 
times a woman in exchange was not forthcoming. Therefore, a debt 
existed from the ward-sharing group of the husband to that of the 
guardian. 


4 Akiga, Akiga’s Story, pp. 120-27. Laura and Paul Bohannan, The Tiv of Central Nigeria 
(London: International African Institute), pp. 69-78 and Paul and Laura Bohannan, Three 
Source Notebooks in Tiv Ethnography (New Haven: Human Relations Area Files, 1958), 
pp. 384-444. 
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These debts sometimes lagged two or even three generations behind 
actual exchanges. The simplest way of paying them off was for the 
eldest daughter of the marriage to return to the ward-sharing group 
of her mother, as ward, thus cancelling the debt. 

Because of its many impracticalities, the system had to be buttressed 
in several ways in order to work: one way was a provision for “earnest” 
during the time of the lag, another was to recognize other types of 
marriage as binding to limited extents. These two elements are some- 
what confused with one another, because of the fact that right up until 
the abolition of exchange marriage in 1927, the inclination was always 
to treat all non-exchange marriages as if they were “lags” in the com- 
pletion of exchange marriages. 

When lags in exchange occurred, they were usually filled with 
“earnests” of brass rods or, occasionally, :- would seem, of cattle. The 
brass rods or cattle in such situations were never exchange equivalents 
(ishe) ‘or the woman. The only “price” of one woman is another 
woman. 

Although Tiv decline to grant it antiquity, another type of marriage 
occurred at the time Europeans first met them—it was called “accum- 
ulating a woman/wife” (kem kwase). It is difficult to tell today just 
exactly what it consisted in, because the terminology of this union has 
been adapted to describe the bridewealth marriage that was declared 
by an administrative fiat of 1927 to be the only legal form. 

Kem marriage consisted in acquisition of sexual, domestic and eco- 
nomic rights in a woman—but not the rights to filiate her children to 
the social group of the husband. Put in another way, in exchange 
marriage, both rights in genetricem (rights to filiate a woman’s chil- 
dren) and rights im uxorem (sexual, domestic and economic rights 
in a woman) automatically were acquired by husbands and their 
lineages.” In kem marriage, only rights in uxorem were acquired. In 
order to affiliate the kem wife’s children, additional payments had to 
be made to the woman’s guardians. These payments were for the 
children, not for the rights in genetricem in their mother, which could 
be acquired only by exchange of equivalent rights in another woman. 
Kem payments were paid in brass rods. However, rights in women had 
no equivalent or “price” in brass rods or in any other item—save, of 
course, identical rights in another woman. Kem marriage was similar 
to but showed important differences from bridewealth marriage as it 


5 Laura Bohannan, ‘“‘Dahomean Marriage: A Revaluation,” Africa, XIX (1949), pp. 273-87. 
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is known in South and East Africa. There rights in women and rights 
in cattle form a single economic sphere, and could be exchanged directly 
for one another. Among Tiv, however, conveyance of rights in women 
necessarily involved direct exchange of another woman. The Tiv cus- 
tom that approached bridewealth was not an exchange of equivalents, 
but payment in a medium that was specifically not equivalent. 

Thus, within the sphere of exchange marriage there was no item that 
fulfilled any of the uses of money; when second-best types of marriage 
were made, payment was in an item which was specifically not used as 
a standard of value. 

That Tiv do conceptualize exchange articles as belonging to different 
categories, and that they rank the categories on a moral basis, and that 
most but not all exchanges are limited to one sphere, gives rise to the 
fact that two different kinds of exchanges may be recognized: exchange 
of items contained within a single category, and exchanges of items 
belonging to different categories. For Tiv, these two different types of 
exchange are marked by separate and distinct moral attitudes. 

To maintain this distinction between the two types of exchanges 
which Tiv mark by different behavior and different values, I shall use 
separate words. I shall call those exchanges of items within a single 
category “conveyances” and those exchanges of items from one category 
to another “conversions.” ° Roughly, conveyances are morally neutral; 
conversions have a strong moral quality in their rationalization. 

Exchanges within a category—particularly that of subsistence, the 
only one intact today—excite no moral judgments. Exchanges between 
categories, however, do excite a moral reaction: the man who exchanges 
lower category goods for higher category goods does not brag about 
his market luck but about his “strong heart” and his success in life. 
The man who exchanges high category goods for lower rationalizes 
his action in terms of high-valued motivation (most often the needs of 
his kinsmen). 

The two institutions most intimately connected with conveyance are 
markets and marriage. Conveyance in the prestige sphere seems (to 
the latter-day investigator, at least) to have been less highly institu- 
tionalized. It centered on slave dealing, on curing and on the acquisi- 
tion of status. 

Conversion is a much more complex matter. Conversion depends on 
the fact that some items of every sphere could, on certain occasions, be 





6 Franz Steiner, “Notes on Comparative Economics,” British Journal of Sociology, V (June 
1954), 118-29. 
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used in exchanges in which the return was not considered equivalent 
(ishe). Obviously, given the moral ranking of the spheres, such a 
situation leaves one party to the exchange in a good position, and the 
other in a bad one. Tiv say that it is “good” to trade food for brass rods, 
but that it is “bad” to trade brass rods for food, that it is good to trade 
your cows or brass rods for a wife, but very bad to trade your marriage 
ward for cows or brass rods. 

Seen from the individual’s point of view, it is profitable and possible 
to invest one’s wealth if one converts it into a morally superior category: 
to convert subsistence wealth into prestige wealth and both into women 
is the aim of the economic endeavor or individual Tiv. To put it into 
economists’ terms: conversion is the ultimate type of maximization. 

We have already examined the marriage system by which a man 
could convert his brass rods to a wife: he could get a kem wife and kem 
her children as they were born. Her daughters, then, could be used as 
wards in his exchange marriages. It is the desire of every Tiv to “acquire 
a woman” (ngoho kwase) either as wife or ward in some way other 
than sharing in the ward-sharing group. A wife whom one acquires in 
any other way is not the concern of one’s marriage-ward sharing group 
because the woman or other property exchanged for her did not belong 
to the marriage-ward group. The daughters of such a wife are not 
divided among the members of a man’s marriage-ward group, but only 
among his sons. Such a wife is not only indicative of a man’s ability 
and success financially and personally, but rights in her are the only 
form of property which is not ethically subject to the demands of his 
kinsmen. 

Conversion from the prestige sphere to the kinship sphere was, thus, 
fairly common; it consisted in all the forms of marriage save exchange 
marriage, usually in terms of brass rods. 

Conversion from the subsistence sphere to the prestige sphere was 
also usually in terms of metal rods. They, on occasion, entered the 
market place as payment. If the owner of the brass rods required an 
unusually large amount of staples to give a feast, making too heavy a 
drain on his wives’ food supplies, he might buy it with brass rods. 

However, brass rods could not possibly have been a general currency. 
They were not divisible. One could not receive “change” from a brass 
rod. Moreover, a single rod was worth much more than the usual 
market purchases for any given day of most Tiv subsistence traders. 
Although it might be possible to buy chickens with brass rods, one 
would have to have bought a very large quantity of yams to equal one 
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rod, and to buy an item like pepper with rods would be laughable. 

Brass rods, thus, overlapped from the prestige to the subsistence 
sphere on some occasions, but only on special occasions and for large 
purchases. 

Not only is conversion possible, but it is encouraged—it is, in fact, 
the behavior which proves a man’s worth. Tiv are scornful of a man 
who is merely rich in subsistence goods (or, today, in money). If, 
having adequate subsistence, he does not seek prestige in accordance 
with the old counters, or if he does not strive for more wives, and hence 
more children, the fault must be personal inadequacy. They also note 
that they all try to keep a man from making conversions; jealous 
kinsmen of a rich man will bewitch him and his people by fetishes, 
in order to make him expend his wealth on sacrifices to repair the 
fetishes, thus maintaining economic equality. However, once a con- 
version has been made, demands of kinsmen are not effective—at least, 
they take a new form. 

Therefore, the man who successfully converts his wealth into higher 
categories is successful—he has a “strong heart.” He is both feared and 
respected. 

In this entire process, metal rods hold a pivotal position, and it is not 
surprising that early administrators considered them money. Originally 
imported from Europe, they were used as “currency” in some part of 
southern Nigeria in the slave trade. They are dowels about a quarter 
of an inch in diameter and some three feet long; they can be made into 
jewelry, and were used as a source of metal for castings. 

Whatever their use elsewhere, brass rods in Tivland had some but 
not all of the attributes of money. Within the prestige sphere, they 
were used as a standard of equivalence, and they were a medium of 
exchange; they were also a mode for storage of wealth, and were used 
as payment. In short, brass rods were a general purpose currency within 
the prestige sphere. However, outside of the prestige sphere—markets 
and marriage were the most active institutions of exchange outside it 
—brass rods fulfilled only one of these functions of money: payment. 
We have examined in detail the reasons why equivalency could not 
exist between brass rods and rights in women, between brass rods and 
food. 

We have, thus, in Tivland, a multi-centric economy of three spheres, 
and we have a sort of money which was a general purpose money 
within the limited range of the prestige sphere, and a special purpose 
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money in the special transactions in which the other spheres overlapped 
it. 

The next question is: what happened to this multi-centric economy 
and to the morality accompanying it when it felt the impact of the 
expanding European economy in the rgth and early 2oth centuries, and 
when an all-purpose money of very much greater range was intro- 
duced ? 

The Western impact is not, of course, limited to economic institu- 
tions. Administrative organizations, missions and others have been as 
effective instruments of change as any other. 

One of the most startling innovations of the British administration 
was a general peace. Before the arrival of the British, one did not 
venture far beyond the area of one’s kinsmen or special friends. To do 
so was to court death or enslavement. 

With government police systems and safety, road building was also 
begun. Moving about the country has been made both safe and compar- 
atively easy. Peace and the new road network led to both increased 
trade and a greater number of markets. 

Not only has the internal marketing system been perturbed by the 
introduction of alien institutions, but the economic institutions of the 
Tiv have in fact been put into touch with world economy. Northern 
Nigeria, like much of the rest of the colonial world, was originally 
taken over by trading companies with governing powers. The close 
linkage of government and trade was evident when taxation was 
introduced into Tivland. Tax was originally paid in produce, which 
was transported and sold through Hausa traders, who were government 
contractors. A few years later, coinage was introduced; taxes were 
demanded in that medium. It became necessary for Tiv to go into trade 
or to make their own contract with foreign traders in order to get cash. 
The trading companies, which had had “canteens” on the Benue for 
some decades, were quick to cooperate with the government in intro- 
ducing a “cash crop” which could be bought by the traders in return 
for cash to pay taxes, and incidentally to buy imported goods. The crop 
which proved best adapted for this purpose in Tivland was beniseed 
(sesamum indicum), a crop Tiv already grew in small quantities. 
Acreage need only be increased and facilities for sale established. 

There is still another way in which Tiv economy is linked, through 
the trading companies, to the economy of the outside world. Not only 
do the companies buy their cash crops, they also “stake” African traders 
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with imported goods. There is, on the part both of the companies and 
the government, a desire to build up “native entrepreneurial classes.” 
Imported cloth, enamelware and ironmongery are generally sold 
through a network of dependent African traders. Thus, African traders 
are linked to the companies, and hence into international trade. 

Probably no single factor has been so important, however, as the 
introduction of all-purpose money. Neither introduction of cash crops 
and taxes nor extended trading has affected the basic congruence 
between Tiv ideas and their institutionalization to the same extent as 
has money. With the introduction of money the indigenous ideas of 
maximization—that is, conversion of all forms of wealth into women 
and children—no longer leads to the result it once did. 

General purpose money provides a common denominator among 
all the spheres, thus making the commodities within each expressible 
in terms of a single standard and hence immediately exchangeable. This 
new money is misunderstood by Tiv. They use it as a standard of value 
in the subsistence category, even when—as is often the case—the ex- 
change is direct barter. They use it as a means of payment of bride- 
wealth under the new system, but still refuse to admit that a woman 
has a “price” or can be valued in the same terms as food. At the same 
time, it has become something formerly lacking in all save the prestige 
sphere of Tiv economy—a means of exchange. Tiv have tried to cate- 
gorize money with the other new imported goods and place them all 
in a fourth economic sphere, to be ranked morally below subsistence. 
They have, of course, not been successful in so doing. 

What in fact happened was that general purpose money was intro- 
duced to Tivland, where formerly only special purpose money had been 
known. 

It is in the nature of a general purpose money that it standardizes 
the exchangeability value of every item to a common scale. It is precisely 
this function which brass rods, a “limited-purpose money” in the old 
system, did not perform. As we have seen, brass rods were used as a 
standard in some situations of conveyance in the intermediate or 
“prestige” category. They were also used as a means of payment (but 
specifically not as a standard) in some instances of conversion. 

In this situation, the early Administrative officers interpreted brass 
rods as “money,” by which they meant a general-purpose money. It 
became a fairly easy process, in their view, to establish by fiat an 
exchange rate between brass rods and a new coinage, “withdraw” the 
rods, and hence “replace” one currency with another. The actual effect, 
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as we have seen, was to introduce a general purpose currency in place 
of a limited purpose money. Today all conversions and most convey- 
ances are made in terms of coinage. Yet Tiv constantly express their 
distrust of money. This fact, and another—that a single means of 
exchange has entered all the economic spheres—has broken down the 
major distinctions among the spheres. Money has created in Tivland a 
unicentric economy. Not only is the money a general-purpose money, 
but it applies to the full range of exchangeable goods. 

Thus, when semi-professional traders, using money, began trading in 
the foodstuffs marketed by women and formerly solely the province 
of women, the range of the market was very greatly increased and 
hence the price in Tiv markets is determined by supply and demand 
far distant from the local producer and consumer. Tiv react to this 
situation by saying that foreign traders “spoil” their markets. The 
overlap of marketing and men’s long-distance trade in staples also 
results in truckload after truckload of foodstuffs exported from major 
Tiv markets every day they meet. Tiv say that food is less plentiful 
today than it was in the past, though more land is being farmed. Tiv 
elders deplore this situation and know what is happening, but they 
do not know just where to fix the blame. In attempts to do something 
about it, they sometimes announce that no women are to sell any food 
at all. But when their wives disobey them, men do not really feel that 
they were wrong to have done so. Tiv sometimes discriminate against 
non-Tiv traders in attempts to stop export of food. In their condemna- 
tion of the situation which is depriving them of their food faster than 
they are able to increase production, Tiv elders always curse money 
itself. It is money which, as the instrument for selling one’s life subsis- 
tence, is responsible for the worsened situation—money and the Euro- 
peans who brought it. 

Of even greater concern to Tiv is the influence money has had on 
marriage institutions. Today every woman’s guardian, in accepting 
money as bridewealth, feels that he is converting down. Although 
attempts are made to spend money which is received in bridewealth to 
acquire brides for one’s self and one’s sons, it is in the nature of money, 
Tiv insist, that it is most difficult to accomplish. The good man still 
spends his bridewealth receipts for brides—but good men are not so 
numerous as would be desirable. Tiv deplore the fact that they are 
required to “sell” (te) their daughters and “buy” (yam) wives. There 
is no dignity in it since the possibility of making a bridewealth marriage 
into an exchange marriage has been removed. 
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With money, thus, the institutionalization of Tiv economy has be- 
come unicentric, even though Tiv still see it with multicentric values. 
The single sphere takes many of its characteristics from the market, so 
that the new situation can be considered a spread of the market. But 
throughout these changes in institutionalization, the basic Tiv value of 
maximization—converting one’s wealth into the highest category, 
women and children—has remained. And in this discrepancy between 
values and institutions, Tiv have come upon what is to them a paradox, 
for all that Westerners understand it and are familiar with it. Today it 
is easy to sell subsistence goods for money to buy prestige articles and 
women, thereby aggrandizing oneself at a rapid rate. The food so sold 
is exported, decreasing the amount of subsistence goods available for 
consumption. On the other hand, the number of women is limited. 
The result is that bridewealth gets higher: rights in women have 
entered the market, and since the supply is fixed, the price of women 
has become inflated. 

The frame of reference given me by the organizer of this symposium 
asked for comments on the effects of increased monetization on trade, 
on the distribution of wealth and indebtedness. To sum up the situation 
in these terms, trade has vastly increased with the introduction of gen- 
eral purpose money but also with the other factors brought by a colonial 
form of government. At the same time, the market has expanded its 
range of applicability in the society. The Tiv are, indigenously, a people 
who valued egalitarian distribution of wealth to the extent that they 
believed they bewitched one another to whittle down the wealth of one 
man to the size of that of another. With money, the degree and extent 
of differentiation by wealth has greatly increased and will probably 
continue to increase. Finally, money has brought a new form of indebted- 
ness—one which we know, only too well. In the indigenous system, 
debt took either the form of owing marriage wards and was hence 
congruent with the kinship system, or else took the form of decreased 
prestige. There was no debt in the sphere of subsistence because there 
was no credit there save among kinsmen and neighbors whose activities 
were aspects of family status, not acts of money-lenders. The introduc- 
tion of general purpose money and the concomitant spread of the 
market has divorced debt from kinship and status and has created the 
notion of debt in the subsistence sphere divorced from the activities of 
kinsmen and neighbors. 

In short, because of the spread of the market and the introduction 
of general-purpose money, Tiv economy has become a part of the 
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world economy. It has brought about profound changes in the institu- 
tionalization of Tiv society. Money is one of the shatteringly simplifying 
ideas of all time, and like any other new and compelling idea, it creates 
its own revolution. The monetary revolution, at least in this part of 
Africa, is the turn away from the multicentric economy. Its course may 
be painful, but there is very little doubt about its outcome. 


Paut BoHannan, Northwestern University 





Barriers to Economic Development in 
Traditional Societies: Malabar, A Case Study* 


HE district of Malabar on the Southwest coast of India has been a 

major exporter of a wide variety of agricultural products to Europe 
for more than two thousand years. Despite the two millenia of sustained 
contact between agricultural producers and merchants, however, social 
relationships in land are, even today, of a predominantly feudal charac- 
ter; cultivation techniques are generally primitive, and the rural portion 
of the district, notwithstanding the great commercial importance of its 
produce, appears to be surprisingly impoverished. How could the social 
and economic organization of a people so long exposed to the influence 
of world market activity remain so little affected by the currents of 
economic change and development in the outside world? The purpose 
of this article is to explore, by the study of this extreme example, the 
reasons for the apparent failure of a pattern of sustained economic 
growth to become established in a rural area exposed to continuing 
commercial influences. 

My study will be divided into two parts. In the first, I shall discuss 
various ways in which the problem of economic backwardness in a 
context of economic change may be studied, pointing out briefly the 
merits and demerits of each technique. Then I shall outline a suggested 
procedure for evaluating the adaptability or non-adaptability of a tradi- 
tional rural society to the institutional and psychological requirements 
for systematic economic growth. In the second part, I shall apply the 
outlined method to a study of the problem as it exists in Malabar. 


I 


There are at least three ways in which an economic analyst can 
undertake an investigation of the continued existence of economic 
backwardness in an area exposed to rapid economic change. 

(1) He may begin with the hypothesis that there are inherent dif- 
ferences between the psychology and social organization of people who 


* The author wishes to express his thanks to George Blyn for suggestions and criticisms from 
which this paper has benefited greatly. The opinions expressed and conclusions drawn are, of 
course, those of the author alone. 
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react to such stimuli as the economic textbooks predict they would 
react,—the Westerners or Western-oriented,—and those who do not— 
the Traditionals. He may then test his hypothesis by ascertaining the 
response of the traditional peoples to a variety of economic stimuli and 
evaluating the difference between their responses and those which 
would be expected from economically sophisticated Westerners. If his 
results show a significant divergence between the two behavior patterns, 
he would seek to ascertain, through a detailed study of the psychology 
and social organization of the traditionals, those determinants of response 
to economic stimuli which would enable him to construct a parallel 
system of economic theory relevant to the special psychological orienta- 
tion of the traditional community or communities in which he is 
interested. He would then be able to predict their response to their 
peculiar brand of “economic” stimuli in a manner analogous to that 
used by the Western economist. This approach is typified by the School 
of Economic Dualism, whose major exponent is J. Boeke of The 
Netherlands.’ 

(2) He may catalogue the preconditions to the development of 
Western capitalism on the basis of comparative studies of different 
societies in which capitalism or socialism has evolved, and from these 
components build up a model in which those sociological and psycho- 
logical factors which are considered both necessary and sufficient to 
systematic economic development are included. He may then, employ- 
ing the hypothesis that one or more of these predisposing factors is 
absent from the backward society in question, measure the deviation 
of the backward society from the ideal type. In this approach, emphasis 
is laid on the absence of growth-generating factors as a cause of 
economic backwardness. Remedial proposals emanating from propo- 
nents of this method of analysis take the form of suggestions for inno- 
vations which will “stimulate a business mentality” and create a desire 
for the fruits of economic growth. Unlike the “dualists,” these theoreti- 
cians stress the adaptability of different societies to outside innovations 
and the importance of cross-cultural fertilization to social and economic 
evolution. This method of analysis is associated chiefly with the works 





1H. H. Boeke, Economics and Economic Policy of Dual Societies (New York: Institute of 
Pacific Relations, 1953); hereinafter cited as Dual Societies. For a somewhat different use of 
the term “dualism” with more evidence of economic sophistication see A. O. Hirshman, 
“Industrial Policy and ‘Dualism’ in Underdeveloped Countries” American Economic Review, 
XLVII (Sept. 1953), 550-71, and S. P. Schatz, “Inflation in Underdeveloped Areas,” Ibid., 
Pp. 571-94. 
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of Max Weber. It is used in modified form by many prominent present- 
day students of economic growth, in particular, W. W. Rostow.” 

(3) He may begin with the hypothesis that the peoples of traditional 
economics have basically the same psychological drives and capacities 
for systematic economic development as do Westerners, but have failed 
to get under way because of the presence of specific barriers to economic 
development. His task then becomes one, first, of determining to what 
extent natural barriers, such as absence of essential raw materials, poor 
soil, or unusually adverse climate, are responsible for lack of growth, 
and to what extent economic growth is inhibited by unsatisfactory 
features in the prevailing social and economic institution-structure. 
This approach to the problem of economic development is in the 
accepted tradition of political economy. It is ubiquitous in the writings 
of such economists as Adam Smith, John Stuart Mill, and Walter 
Bagehot. It is a fundamental component of the methodology of both 
Marxist and Institutionalist heirs to the Classical School. It has experi- 
enced a revival in the hands of more recent theorists in the field of 
economic development such as Hoselitz, Myrdal, and Thorner.’ 

A major defect of the dualist hypothesis as expounded by Boeke is 
that its validity rests upon essentially untestable assumptions concerning 
the origins of human motivation. To Boeke, innate differences in 





human psychology explain observed differences in human social organi- 
zation. Whereas we can test probabilistic assertions concerning the links 
between individual behavior patterns and personality structures on the 
one hand, and socio-economic organization on the other,* no tests can 


2 See especially Weber’s The Theory of Social and Economic Organization, T. Parsons, ed. 
(Glencoe, Ill.: The Free Press, 1947), hereinafter cited as Theory; W. W. Rostow, The Process 
of Economic Growth (New York: W. W. Norton, 1952); and “The Take-off Into Self-Sustained 
Growth,” The Economic Journal, LXVI (Mar. 1956), 25-48. 

3 Adam Smith and the early classicists devoted much attention to an analysis of the 
restrictive influence of mercantilist institutions on economic development. The Marxists and the 
Institutionalists concentrated heavily on analyses of barriers to economic progress accompanying 
the emergence of industrial society. For the “barriers” approach in underdeveloped areas see 
especially Gunnar Myrdal, Rich Lands And Poor (New York: Harper 1957), esp. pp. 30-31 and 
chapter xi; Bert Hoselitz, ‘“‘Non-economic Factors in Economic Development,” American 
Economic Review, XLVII (May 1957), 28-41, and “‘Non-economic Barriers to Economic 
Development,” Economic Development and Cultural Change (Mar. 1952), and Daniel Thorner, 
The Agrarian Prospect in India (Delhi: Delhi University Press, 1956). 

4 Considerable progress has been made by sociologists in devising questionnaires designed to 
reveal whether latent community attitude-structures are favorable to or opposed to “modern- 
ism.” One school of research (see Daniel Lerner, The Passing of Traditional Society (Glencoe, 
Ill.: The Free Press, 1958) employs five indicators of modernism: literacy rates, degree of 
mass-medja participation (measured by the proportion of the population owning or listening to 
radios, attending cinemas, and reading newspapers), urbanization, political participation, and 
“empathy.” Scores on the last indicator, which is a measure of the degree of mobility, mental 
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possibly be devised which will demonstrate (or refute) any hypothesis 
concerning the ultimate nature of human motivation. Furthermore, 
more effective utilization of the existing division of skills in the social 
sciences can perhaps be achieved if the institutional economist continues 
to treat aggregative social mechanisms as independent variables, and 
individual behavior patterns as dependent, leaving the psychologist with 
the primary responsibility of examining the implications of the reverse 
approach. 

The methods employed by the second school, although useful in 
explaining how the process of growth got under‘ way in developing 
economies, are of little value in explaining economic stagnation. In 
rural Malabar, economic growth has yet to begin. Economic history 
provides us with a host of possible contributory growth factors; the 
combinations are many and diverse, differing widely from country to 
country. As we are far from certain, despite the advantages of historical 
hindsight, which causes were essential and which fortuitous to the 
initiation of systematic economic growth in developed countries, how 
much less sure are we of the hypothetical preconditions to growth in 
a virtually stagnant economy such as that of Malabar. Moreover, to say 
that the absence of pre-conditions x, y, and z is the essential cause of 
the failure of such an area to initiate a takeoff into economic growth 
is to make the validation of the hypothesis conditional upon making 
up the alleged deficiencies. This makes theory-testing dependent upon 
the largely fortuituous course of future events, for unless the prescribed 
remedies are tried, the hypothesis must remain untested. 

The final approach to a study of stagnant economies has the advant- 
age that the factors which are alleged barriers to economic development 
are present; it is possible to subject them directly to tests designed to 
estimate the extent of their inhibitory influence. Evaluation of the 
inhibitory qualities of specific barriers to growth does not hinge upon 
the course of events following their removal to the extent that validation 
of an hypothesis based on absence of alleged growth-prerequisites de- 
pends upon the effects of their introduction. 

Although this study will be confined mainly to an analysis of those 








alertness, and socio-economic flexibility, are determined on the basis of responses to questions 
designed to reveal the respondents’ freedom from the “thought-controls” of tradition. The most 
recent contribution in this field is the work of David C. McClelland of Harvard, who has 
devised a series of simple psychological tests designed to measure ‘“‘achievement motivation” in 
individuals from tradition-oriented societies. On the basis of test scores he ranks individuals’ 
capacities for entrepreneurial behavior, 
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barriers to economic growth which exist within the structure of rural 
society in Malabar, the hypothesis will be put forward and examined 
that businessmen in Malabar made no concerted, systematic attempts 
to rationalize agricultural production, and that because of their lack 
of interest in bringing about changes in productive techniques in 
agriculture, the development-inhibiting social and economic barriers 
were never directly challenged. 

The following criteria were used in the selection of crucial barriers 
to economic development in Malabar: the apparent intimacy of the 
interconnection between the supposed barriers and the productive 
process, the extent to which they appeared to be mutually re-inforcing 
in their retarding effects, the extent to which relevant historical events 
could reasonably be shown to be outgrowths of the barriers, and the 
persistence of the barriers themselves. Obviously, selecting the appro- 
priate causes involved a great deal of subjective evaluation and it is 
likely that another researcher with a different approach would have 
chosen a larger or smaller number, or possibly different ones altogether. 
It is felt, however, that those which were selected constitute the minimal 
number necessary to provide a convincing explanation of the economic 
stagnation of rural Malabar. The groupings are not mutually exclusive, 
nor are they presented in order of primacy. All are closely intercon- 
nected and exhibit complex patterns of mutual interaction. 





II 


The important barriers to economic growth in Malabar are: 
. Immobility of the caste structure. 
. The traditional occupational distribution of the elite. 

. Absence of systematic government in the pre-British period. 

. The pattern of land tenures. 

. The structure of family property laws and 

. The pattern of population growth during the nineteenth and 
twentieth centuries. 

Although, as we shall see, these barriers to growth have long ob- 
structed the efficient utilization of agricultural resources in Malabar, it 
would be quite wrong to base our thesis upon the assertion that the 
agricultural economy has been entirely static. A commercial society 
existed side by side for two thousand years with a pronouncedly 
“feudal,” “non-economic” rural society; much change in cultivation 
techniques, in crop patterns, and in the distribution of the proceeds 
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from agriculture among the different social classes did take place as a 
result of this juxtaposition. However, these changes were not associated 
with increases in per capita income or wealth. We shall therefore use 
the term “stagnant” to mean simply the absence of economic growth, 
the term “economic growth” meaning simply increase in per-capita 
income and wealth. 





The Hindu caste structure in Malabar was, until the past decade or 
so, unusually rigid, with caste segregation practiced to an extent ex- 
treme even for India.° Untouchability was carried to grotesque lengths, 
with differential distances of polluting contact defined for each caste, 
in the most extreme cases extending even to shouting distance. Mobility 
of labor was severely restricted. A low-caste person, outside his village, 
could, if he were a Hindu, pursue no occupation; within his village he 
was restricted to work spurned by the higher castes. Conversely, the 
guardians of local mores viewed cultivation as degrading work pre- 
cluded higher castes from engaging in it. Among the most serious effects 
of these barriers were the lack of effective social communications which 
they engendered, and their discouraging influence on entrepreneurial 
morale. Where social and economic resources necessary to economic de- 
velopment are scattered among numerous non-competing social groups, 
the opportunity for exchange of ideas, techniques, and material resources 
is curtailed, reducing both the scope and incentive for development. In 
Malabar, rent-receiving landlords could not, as a rule, effectively rein- 
vest their income in agricultural operations because of taboos discourag- 
ing both their personal participation in cultivation and close physical 
contact with cultivating castes. Since the pursuit of agriculture as a 
calling was deprecated, no incentiv¢s stimulating the resource-owning 
classes to make systematic studies of the technical needs of their cul- 
tivators existed, and cultivators had no motivation to work toward 
systematic improvements in cultivation techniques. 

5 There are many standard works by anthropologists and administrators which make exten- 
sive reference to caste in Malabar. Particularly worthy of citation are: T. K. Gopal Panikkar, 
Malabar and Its Folk (Madras: Natesan and Co., 1900), which in addition to its factual 
information provides a valuable insight into the thought of Western-educated Malayalis on 
social problems during the time preceding the break up of traditional social organization; 
Wm. Logan, Malabar (Vol. I, Madras: reprinted by the Gov't. Press, 1951), ch. ii; E. Thurston, 
Castes and Tribes of Southern India, (7 Vols.) (Madras: Gov't. Press, 1909); Madras District 
Gazetteers, Sir Charles A. Innes, Malabar Madras; Gov't. Press, 1951), ch. iii; and E, Kathleen 
Gough, “Changing Kinship Usages in the Setting of Political and Economic Change among 


the Nayars of Malabar,” Journal of the Royal Anthropological Institute (London), LXXIII, 
71-88. 
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The Hindu cultivating classes were inhibited by lack of authority, 
lack of physical resources, and the apathy-inducing effects of social 
oppression from engaging in the experimentation and risk-taking steps 
necessary to the initiation of systematic economic development. A large 
proportion of agricultural workers were, in the Southern part of the 
district until the mid 1800's, slaves, subject to purchase, sale, and trans- 
fer with or separate from the land they tilled. Others, including mainly 
the cultivating leaseholders, were subject to various types of behavior 
restraints limiting both the acquisition and display of wealth. For most 
cultivating tenants, increased yields merely invited the imposition of 
higher rents, or even ejection from their holdings by landlords seeking 
to appropriate the enlarged surplus. 

Although caste barriers were differential in their intensity—social 
intercourse among the higher castes was extensive—contact between 
the non-cultivating classes and the cultivators, and apparently be- 
tween successively lower castes of cultivators such as the Tiyyas and 
the untouchable Cherumar, was extremely circumscribed, each lower 
caste tending to discriminate more strongly against those castes which 
it regarded as inferior, in perverse imitation of the behavior-practices 
of the elite toward them. 





The Hindu ruling castes—those who held superior title to land and 
possessed wealth and authority—took little or no direct interest in the 
cultivation process. The Nambudri Brahmans, a priestly caste constitut- 
ing until recent times the dominant landholders in the district were 
and to a large extent still are, the least commercially-oriented and most 
tradition-bound of Malayali castes. For generations subsequent to 
British rule, they firmly rejected exposure to Western education in any 
form. They took, until very recently, no active part in commerce, in- 
dustry, or the civil service. Their consumption habits were, and still are, 
meagre and rigidly circumscribed by tradition. They systematically 
avoided social contact with all other castes, with the exception of the 
ruling Nayars. They were, in short, the least endowed of Malayali 
castes with social attitudes regarded as essential to the development of 
an investment mentality. 

The various sub-castes of Nayars which furnished Malabar with its 
soldiers, statesmen, and administrators were, in pre-British times almost 
exclusively engaged in activities directly or indirectly connected with 
warfare. The district was, in pre-British times, divided into over 
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thirty virtually independent principalities with fluid, uncertain bound- 
aries. These petty kingdoms appear to have been almost perpetually 
at war with one another prior to the arrival of the British. Their admin- 
istrative structures and even the family organization pattern of the 
ruling Nayars were geared to war. Younger members of the Nayar 
families typically spent years in rigorous gymnastic training designed 
to fit them for guerrilla warfare, and the Nayars, like the Nambudris, 
were extremely frugal in their consumption habits. 

Such commercial activity as did exist appears to have been carried 
on by Moslems and by foreign Hindus (chiefly Gujeratis), both of 
whom were predominantly urban residents. Although the Moslems 
were largely indigenous Malayalis, their dress, food, religion, and social 
attitudes set them apart so completely from the caste Hindus that their 
contact with them was confined to specific commercial or administra- 
tive transactions. Yet, particularly in the south, they were liberally 
interspersed among the rural Hindu population, some as predominant 
landlords, others as peasants and agricultural laborers. The monopoly 
of the Moslems and foreign Hindus over the lucrative spice trade 
enabled these groups to siphon off virtually all of the profits realized 
from foreign sales. This probably explains the failure of the traditional 
landowners, during the pre-British period, to share in the resultant 
accumulation of tangible wealth. It also may explain a great deal of 
the subsequent Hindu-Moslem strife following the British conquest 
of the district. 

The pronounced division of labor into a predominantly Hindu agrar- 
ian section and a chiefly Moslem and foreign mercantile sector has, with 
certain modifications, persisted to the present day. Most Nambudris 
remain rustic, traditional landlords; Nayars of prominent families who 
have not remained in agriculture follow careers analogous to those in 
which they were dominant in traditional times—the civil service, teach- 
ing, and the legal profession. Moslems and foreign Hindus dominate 
business activity. Although census figures on the occupational distribu- 
tion of castes are dated and notoriously unreliable, an analysis of the 
occupational distribution of caste leaders can be made from a study of 
the nearly 4oo entries in a recent Malabar Who’s Who.° Of the 136 
listings which I could identify unmistakeably as Nayars and Nambud- 
ris, only 26, or 19 per cent were engaged in commercial or industrial 
activity. On the other hand, 49 out of 69, or 72 per cent of the Moslems 





6N. Ahmed Koya, The Year Book and Who’s Who in Malabar, 1954 (Kozhikode: Adna 
Co. 1954). 
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listed were in some form of business activity, and 53 of the 76 Parsis, 
Christians, and foreign (that is, non-Malayali) Hindus, (70 per cent) 
were businessmen. The 23 non-businessmen from this latter group 
were almost all lawyers from East Coast (Tamil) Brahmin families 
domiciled for generations in Malabar. Of the 146 persons of identifiable 
caste who cited their occupation as merchants or businessmen, only 3 
were Nambudris, 17 were Nayars, and 24, Tiyyas. Non-Hindu and 
foreign merchants formed 70 per cent of the business listings. 

The most noticeable change in the caste-composition of the mercantile 
community in the past half-century is the rise in the importance of the 
lower caste Tiyyas, whose traditional occupation was the cultivation 
of the coconut palm. Since this caste is numerous (comprising about a 
fourth of the total population of the district) and has been engaged 
principally in the cultivation of a commercial crop, it is perhaps not 
surprising that it should come to occupy an important role in commer- 
cial activity. It is notable that the Tiyyas were the one community in 
Malabar whose leading families readily assimilated Western mores and 
consumption habits and even extensively (for a time) inter-married 
with Europeans. The eagerness with which they acculturated may 
perhaps be attributed to the fact that they were excluded from associa- 
tion with the traditional elite, yet (following the British conquest) 
attained a sufficient measure of independence and mobility to make a 
decisive break with tradition when such a break became possible. 





Although each of the petty rulers of Malabar’s more than two dozen 
principalities appears to have maintained something resembling an 
administrative staff, there is much evidence to indicate that institution- 
alized administration, with systematic record-keeping, such as that 
found in many Oriental countries in pre-capitalist times, was absent 
from Malabar. There was no land revenue levy, and no record of land 
rights; only the customs offices in the ports functioned effectively, and 
they were largely run by non-Hindus.’ The extremely rugged terrain 
probably inhibited the development of large, well organized adminis- 
trative units because of the communication problems which it en- 
gendered. The topography of the countryside was, moreover, unsuited 
to the introduction of such large-scale enterprises as the vast state- 


7A more detailed account of the political structure of pre-British Malabar is contained in the 
author’s unpublished paper Agrarian Politics and Land Reform in India—Malabar District, a 
Case Study (Philadelphia: 1956), pp. 15-42. 
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maintained irrigation works found in great river valleys in ancient 
China, Egypt, or Northern India, and the extremely rigid caste divisions 
would, in any case, probably have hampered the development of eco- 
nomic or social activities dependent upon synchronized, coordinated 
group activities on a large scale. Finally, the very living patterns of the 
villagers—their preference for residence in scattered individual houses 
rather than in the dense house-clusters so typical of other parts of India 
—helped to sustain a social predisposition to anarchy. Absence of formal 
legal codes, as well as a general lack of such paraphernalia of modern 
administration as organized civil and criminal law courts, regular law- 
enforcement procedures, systematically maintained state archives, or 
rational tax structures, engendered in their turn an atmosphere highly 
unfavorable to capital investment in agriculture. 





Accounts dating to pre-British times indicate that a highly differen- 
tiated set of land rights, closely linked to status-relationships, existed in 
traditional Malabar.® Although the different tenures themselves appear 
to have been defined with precision, the extremely chaotic and disor- 
ganized state of public administration seems to have precluded the 
existence of consistent and dependable means of evaluating or enforcing 
claims to rights over land. Ability to enforce contractual agreements 
relating to land appears to have depended upon one’s strength in the 
community. Low-caste cultivators were at the mercy of the whims of 
their landlords. On the other hand, the apparently powerful political 
status of the Moslem and foreign mercantile community (resulting no 
doubt in part from their monopoly of the spice trade) probably sufficed 
to ensure that the terms which they reached with landholders relating 
to delivery of agricultural produce were enforceable.° 

An analysis of pre-British land tenure relationships is severely ham- 
pered by the fact that the British conquest of the country in 1792 
followed 30 years of prolonged and destructive guerrilla warfare be- 

8 The role of land tenure in the historical evolution of agriculture in Malabar forms the 
subject matter of the author’s The Land Tenure Structure of Malabar and its Influence upon 
Capital Formation in Agriculture (Unpublished Ph.D. thesis, University of Pennsylvania, 1959). 

% Superior rightholders, for example, customarily granted special development leases guaran- 
teeing the cultivator rent-free tenure to undeveloped land for an extended period in order to 
facilitate the clearing of the jungle and the planting of coconut groves, pepper gardens, and 
other commercial crops which required long and costly pre-production waiting periods. There 
were also provisions in customary law for compensatory payments to evicted tenants for 
improvements made during the period of tenure, although these became hopelessly inadequate 


following the inflationary pressures built up during British rule. See the author's thesis, ch. iv, for 
a detailed analysis. 





514 Thomas W. Shea, Jr. 


tween the Hindu rulers of Malabar and Moslem conquerors of the 
district from Mysore. This struggle had thoroughly shredded the 
flimsy administrative fabrics of the individual principalities and pro- 
duced abnormally strained relations between the ruling Hindu castes 
and the Moslems. 

The British undertook the tasks of civil administration in a context 
of severe Hindu-Moslem communal strife. In the field of land tenure, 
their administrative and judicial tasks were complicated by the claims 
and counter-claims of Hindu landlords who were displaced at the time 
of the Mysorean conquest, and Moslem tenants who had appropriated 
substantial land rights from their former landlords. Although the inten- 
tions of the British administrators were to refrain from tampering 
with existing land rights, confining their attentions to applying tradi- 
tional law as impartially as possible, they soon found that basic conflicts 
existed between their conception of laws of evidence and procedure and 
those of the traditional ruling castes. By substituting systematic court 
procedures for the largely chaotic and capricious methods hitherto fol- 
lowed, the British built up, in the decades following their conquest, 
a body of court decisions which wrought far-reaching changes in the 
nature of Malabar land law. 

The British administrators, basing their conclusions on the verbal 
testimony of local informants and upon the meagre written records 
which had survived the Mysore wars, decided that a class of land 
holders called janmis had rights roughly equivalent to free-hold pro- 
prietors in English land'law. This janmam tenure, closely identified in 
pre-British Malabar with high social position, was held almost exclu- 
sively by Nambudri Brahman and Nayar joint families, by temples of 
which Nambudris or Nayars were managers, and by the entailed estates 
of former rulers. 

Despite the extravagant assertions of the Malayali informants on 
whose testimony the British based their findings, the janmam title 
appears typically to have been a mere titular claim conveying but 
nominal rights over land. Much of the janmam property of the Nayars 
and Nambudris had consisted merely of ceremonial title grants made 
to them by local chieftains as gestures of loyalty or piety. The land 
over which these janmam rights extended was often held by two or 
more layers of subordinate right-holders who had enjoyed undisturbed 
tenure for long periods of time. 

Most of the large janmam holders had been impoverished both by 
their long and costly struggle with the Mysorean conquerors and by the 
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loss of important sources of revenue following the displacement of their 
temporal authority by the British. Therefore, once British rule was 
consolidated and the views of the British administration with regard to 
the nature of the janmam tenure were made clear, many janmis made 
serious efforts to augment the income from their remaining landhold- 
ings. They first sought to raise the rents from the low customary levels 
which had hitherto been prevalent; when they encountered opposition 
from their tenants, they filed eviction suits in the courts. Favorable 
decisions were easily obtained. Courts in the early 19th century tended 
toward the view that tenure contracts conveyed no rights except those 
which were explicitly stated, and that all rights to land were derived 
from the janmam tenure. Since most subordinate tenures were ill-de- 
fined, with many of the terms of tenure implicit and unsupported by 
documents, plaintiffs who could successfully establish their claims to 
janmamn title found little difficulty in obtaining eviction decrees against 
unwanted tenants. 

The history of the 19th century in Malabar was primarily one of 
continuous and occasionally violent conflict between high-caste Hindu 
landlords who sought to augment their rent-income, and their Moslem 
and Hindu tenants (many of the latter of whom were descendants 
of the administrative staffs of former rulers), who resisted encroach- 
ments on their tenures. By 1880, the eviction rate had climbed so high 
that roughly one tenant in five had been thrown off his holdings.”® 

Although it is difficult to determine to what extent the agrarian 
discontent of the 19th century acted as a barrier to economic develop- 
ment in agriculture, certain generalizations seem pertinent. Court de- 
cisions conferred substantial net rights on janmis. Janmis were mostly 
from traditionalist, non-investing castes. Court decisions abridged the 
land rights of communities actively engaged either in cultivation or in 
the financing of cultivation." These comprised Moslem and low-caste 
Hindu cultivators, and intermediaries of all castes and communities. 





10 T, W. Shea, unpublished thesis, p. 157. 

11 Two offsetting mechanisms were at work: 

a) The long run effect of British rule was to reduce caste discrimination and occupational im- 
mobility; these were byproducts of improvements in communications and an increase in mass- 
media participation. 

b) The immediate effects of court decisions giving janmis freehold title were to reduce all or 
nearly all leases with vague or unspecified time periods to tenures at will. Since the effects of 
court decisions on tenure were more immediate than the gradual weakening of caste, the Moslem 
and low-caste Hindu cultivators were the net losers. Also, the janmis acquired a net increment of 
rights over their prime rivals, the assertive Moslem commercial outgroups, who, when land- 
holders, were usually intermediaries rather than janmis. 
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The widespread presence of communal strife and agrarian discontent 
reduced the area of cooperation between the various claimants to 
agricultural income and minimized the incentives of tenants to make 
productive investments. These developments probably curtailed oppor- 
tunities for systematic expansion of agricultural operations. On the 
other hand, it must be remembered that typologies represent central 
tendencies. Considerable dispersion in attitudes existed; not all janmis 
were Nambudris and Nayars; not all Nambudris and Nayars were 
equally rigorous in their aloofness from other castes; not all Nayars 
were uninterested in commercial advantages to be derived from seeing 
to it that their lands were efficiently tilled; and not all Hindu-Moslem 
or landlord-tenant relations were acrimonious. The restrictive influences 
of tenure on over-all economic development were thus consistent with 
considerable differences in individual economic opportunity. 

Numerous acts have been passed during the past sixty years to regu- 
late landlord-tenant relationships in the district and to correct many 
inequities which arose from court decisions. Although the tenancy 
legislation so far enacted has effectively granted security of tenure to 
almost all cultivating tenants, and in a substantial number of cases, has 
led to rent reductions, it has left virtually untouched other major 
tenancy defects which have seriously retarded economic development 
in more recent times—subinfeudation and uneconomic size of culti- 
vators’ holdings, together with such closely associated factors as lack 
of suitable agricultural credit facilities and the general absence of 
cooperative enterprise among villagers.” 





The pattern of inheritance laws in Malabar tended to perpetuate 
certain features of the land tenure structure which have acted as 
barriers to economic development. The properties of Nayar and Nam- 
budri joint families, who held janmam rights to a large portion of the 
land in Malabar, were, until 20 years ago, virtually all entailed. Since 
these families could not readily sell their janmam rights, granting of 
leases was the customary method of land alienation. Although 
leases were made to persons of all castes, the customary way in which 
the individual sub-families held property rights was as sub-lessees of 
their joint families. The Nayar joint families, in particular, were large, 
heterogeneous, fissiparous, and administratively unwieldy. The Nayars 


12 The retarding effects of subinfeudation and subdivision of holdings on economic develop- 
ment have been enhanced in recent times because of the impact of rapid population growth. 
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followed a matrilineal system of inheritance according to which a 
person’s property rights descended not to the sons and daughters of 
his natural family, but rather to his own sisters’ children. The Nayar 
family system, a creature of economic necessity in time of war when 
the Nayar population was a floating population, had little to justify 
its existence in the patrilocal, largely monogamous society which arose 
following British rule. A growing number of court cases led to decisions 
which awarded the manager of the joint family property progressively 
stronger legal rights, leaving the younger members finally with little 
more than rights to subsistence. Although the confirmation of the 
joint family manager as the sole contracting authority made it easier 
for enforceable contracts to be made between landholders and business- 
men, the internal structure of the Nayar family made effective estate 
administration extremely difficult. When a Nayar tarwad (matrilocal 
joint family) member became, usually late in life, the manager of his 
joint family property, growing loyalties to his natural family (which 
legally had no rights to his joint family property) tended to outweigh 
his loyalty to his tarwad. This encouraged him to abuse his position 
as manager by siphoning off estate income and resorting to surreptitious 
transfers of property rights to his own sons. More ambitious younger 
family members, frustrated by the mismanagement and dissention 
within the ¢arwad and unable to compel partition of family property, 
sought employment outside their villages. For the most part, they 
entered the civil service or the professions, and although they usually 
leased their land rights to tenants rather than sold them outright, they 
ceased to take any active interest in cultivation. Thus the energies of 
the ablest, most enterprising Nayars were usually lost to agriculture. 
The Nambudris, on the other hand, followed a modified form of 
primogeniture whereby only children of the firstborn male remained 
within the family; others consorted with the matrilineal Nayars and 
the children of such unions were considered Nayars. This tended to 
lead to concentration of Nambudri family property as family lines 
with no male heirs died out. 

Until the mid 1930's, impartibility of Nayar and Nambudri family 
property discouraged the development of a market in janmam titles. 
Although attritions on the property of landed aristocrats in the form of 
an increasing number of adverse court decisions involving title disputes 
slowly whittled away portions of the worst managed large estates, most 
janmam estates remained physically intact, but increasingly more 
heavily encumbered with what were in fact, although not in law, irre- 
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deemable mortgage leases. When enabling legislation permitting parti- 
tion of most large estates was finally passed in 1933, the legal complexity 
of partitioning widely scattered, imperfectly defined property holdings 
among as many as 200 claimants per family deferred effective partition 
of individual estates for more than a decade. The difficulty which an 
erstwhile investor would find in obtaining clear title to land in the 
heavily-subinfeudated and subdivided coastal lands and paddy fields 
would in itself discourage systematic capital investment.”® 





The rapid growth of population which followed the British conquest 
provided a short-term stimulus to agriculture in the sense that it led 
to the clearing of more forest land for cultivation purposes. Most of 
this newly cleared land was put under commercial crops. British 
planters leased large areas of land in the hitherto virtually unpopulated 
foothills of the Western Ghats, which they transformed into coffee, 
tea, and to a lesser extent rubber and pepper plantations. 

However, the expansion of the land area under cultivation and the 
introduction of new opportunities for employment outside agriculture 
which accompanied the slow but gradual development of commerce 
and light industry in the district were both insufficient to offset the 
rapid growth of population during the nineteenth and twentieth 
centuries, Neither the state apparatus, nor the social structure of the 
rural inhabitants was well adapted to accommodate the increase in 
population. State aid to agriculture was negligible and the dispersed 
residents of Malabar’s caste-ridden villages were little inclined to initiate 
cooperative schemes for economic development. 

The continued rapid growth in the absolute number of persons de- 
pendent on earnings from agriculture absorbed progressively more of 
the surplus produce of agriculture. The proliferation of the families 
of the large estate owners, the increase in the number of intermediaries, 
and the rapid increase in the ranks of agricultural laborers and culti- 
vators led to so dispersed a scattering of the surplus as to make concerted 
investment planning, even were it contemplated, virtually impossible. 
Most cultivators (as distinct from landowners) belonged to castes which 
traditionally permitted property subdivision on the death of the family 
head. As a result of prevailing customs whereby each heir received pro- 


13 Tt is significant that the European managed plantations were confined almost exclusively to 
hitherto unleased and sparsely populated land in the foothills and mountains of the district. 
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rated portions of land of different quality, subdivision and fragmenta- 
tion of holdings increased with the rise in population, eventually 
reaching the point where a typical family holding of less than an acre 
of land would frequently be scattered in a dozen or more separate 
plots. Thus in Malabar those inheritance laws which permitted partition 
of family property had economic effects as adverse and undesirable as 
the laws which prevented partition. 

The adverse economic effects of rapid population growth were felt 
by landholders of all types. On a superior tenure level, repeated sub- 
letting of land, litigation over title, prolonged partition suits, and the 
rapid growth in the number of persons dependent upon agricultural 
rent for a living have acted as barriers to new investment and have 
hampered the accumulation of an investible surplus. On the cultivators’ 
level, subdivision and fragmentation of holdings have tended to reduce 
the income of most cultivating families to the subsistence level, and to 
narrow the scope and reduce the efficiency of agricultural operations.”* 
The proportion of destitute agricultural laborers continues to increase 
as progressively larger numbers of cultivators are obliged to supplement 
the income from their diminutive holdings by seeking employment on 
the lands of others.”® 





II 


The strength of the natural and institutional barriers to economic 
development seems to have been sufficient to explain the stagnation in 
the rural economy. Why, however, were the commercial classes unable, 
despite two millenia of sustained economic ties with agriculture, to 
break down these barriers? 

Dr. Boeke, in his study of the impact of colonial exploitation on the 
traditional economy of Indonesia, provides a lucid summary of the way 


14 One adverse effect of increased subdivision of cultivators’ holdings in the absence of a growth 
of a cooperative movement is a tendency toward wasteful duplication of agricultural equipment 
and livestock. The effects of this duplication is well illustrated by the case of cattle. Each cultivat- 
ing family seeks to own its work and milch cattle, partly for prestige reasons, and partly because 
of the absence of effective channels for sharing of livestock resources. As the average size of hold- 
ing per family diminishes, the availability of fodder declines. Yet the demand for cattle continues 
to rise, calling forth an increased supply of progressively less efficient and less productive cattle; 
this in turn increases the number of cattle required to perform a given volume of work. A vicious 
circle ensues w th no downward limit, save an exhaustion of subsistence requirements. 

15 As concentration of cultivated holdings in Malabar appears to be low and the acreage of 
cultivatible but uncultivated land is apparently small, the scope for employment of additional 
numbers of laborers in agriculture in the future seems appallingly dim. 
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in which European traders in agricultural commodities were gradually 
forced by economic necessity to assume greater and greater control over 
the production of these commodities in order to guarantee a steady and 
dependable supply of produce of uniform quality.’* Even where the 
culture of commercial crops was left in the hands of individual peasant 
families, supervision over cultivating techniques—regulation of fertili- 
zer inputs, spacing of crops, rotation, and harvesting—passed into the 
hands of European entrepreneurs. The conduct of production, market- 
ing and processing thus became highly integrated. 

In Malabar, by contrast, the marketing of most commercial crops 
which are not grown on plantations remains, even today, on an exceed- 
ingly personalized, unorganized level. The major cash crops—pepper, 
ginger, coconuts, cashew nuts, cardamon, and areca nuts—are for the 
most part raised on small peasant holdings together with or along side 
subsistence crops such as rice, tapioca, and bananas. Individual peasants 
sell their produce to village merchants, who in turn sell to itinerant 
buyers, who in their turn, dispose of the produce to commission agents 
in Calicut or Tellicherry. Links between producers and processors are 
remote. Credit facilities binding the different participants together are 
tenuous, the procedure for granting loans following much the same 
path in reverse as the marketing process. Integration of production and 
marketing is rare (outside of the largely non-indigenous plantation 
economy), except in the case of a sprinkling of large pepper growers 
in the northern part of the district, a small number of coconut growers, 
and one or two prominent Nambudri families who operate rice mills 
supplied by the produce of their own estates. In recent years, attempts 
have been made to organize associations of coconut, pepper, and areca 
nut producers with the object of improving both production and 
marketing standards, but such efforts are still in their infancy. Little 
is known about the total output of the different crops, yields per acre, or 
effective methods of cultivation. In the case of one particularly valuable 
crop—cashew nuts—there is not even regular cultivation; most of the 
crop is obtained from trees which grow wild on otherwise unutilized 
dry land.” 


16 Boeke, Daul Societies, pp. 209-229. The same phenomenon is also well known to students 
of economic development in Eastern Europe. 

17 Several market studies of cash crops in Malabar exist. See Government of India, Report on 
the Marketing of Coconuts and Coconut Products in India (Delhi; Manager of Publications, 
1944), Report of the Spices Enquiry Committee (New Delhi; Indian Council of Agricultural 
Research, 1953), and K. Kunhikannan Nambiar, Survey of Arecanut Crop in Indian Union, 
Indian Central Arecanut Committee (Ernakulam), 1949. 





Malabar, A Case Study 521 


Non-European commercial activity in Malabar appears to resemble 
types described by Weber as pre-capitalistic or pre-industrial.’* There 
is a characteristic absence of sustained attempts to link traffic in com- 
mercial crops with programs for systematic improvements in cultivation 
technique. Increases in the demand for a crop are typically met by 
expansion of the area under cultivation and by planting crops more 
closely together, almost always utilizing cultivation techniques limited 
by the persistence of the peasant family as the basic unit of production 
organization. 





IV 


The barriers to economic development in rural Malabar were, and 
are today, formidable in nature, and appear to have been strong enough 
to offset the relatively feeble growth stimuli operating in urban areas. 
The strength of these barriers is enhanced by their cumulative inter- 
action with one another, which endows them with a collective force 
much greater than the mere sum of each taken separately. Thus, caste 
immobility has contributed to the complexity of land tenure patterns; 
the complexity of tenure relationships has further reduced caste mo- 
bility; and population growth in the face of immobility of labor has 
accelerated the rate of fragmentation, subdivision, and subinfeudation 
of holdings as the number of claims to land increases. Moreover, when 
one set of barriers has been removed, others have emerged to take their 
place. The political unification of the district was accompanied by 
changes in tenancy and inheritance laws which were unfavorable to 
investing right-holders. Legislative modifications such as granting of 
security of tenure and lowering rent rates which, ceteribus paribus, 
might have created tenure conditions favorable to economic develop- 
ment in agriculture came at a time when population pressures had 
reduced most cultivators holdings below economically workable min- 
ima. 

In some areas such as Java and parts of Eastern Europe, the penetra- 
tion of urban-based business enterprise into the agricultural economy 
has been strong enough and systematic enough to break up the tradi- 
tional organization of the rural economy. In Malabar, by contrast, most 
commercial activity has been on so small a scale and so poorly integrated 


18 Weber, Theory, p. 51 See also Harvey Leibenstein, Economic Backwardness and Economic 
Growth (New York: Wiley, 1957), pp. 112ff, and Boeke, Dual Societies, pp. 36-52 and 67-79 
for descriptions of pre-capitalist commercial activity in contexts of transitional societies. 
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that it has adapted itself rather to market organization and production 
patterns characteristic of pre-capitalist economies. Thus, despite a sub- 
stantial amount of change in crop patterns and techniques of cultiva- 
tion, a great increase in the land area under cultivation, and consider- 
able flux in the economic position of the various categories of land 
right-holders in Malabar, the rural economy of the district remains 
stagnant. 





Tuomas W. Suea, Jr., Dhahran, Saudi Arabia 









Discussion 


MARVIN W. MIKESELL: It is often said that there is no way of 
analyzing the economic activities of primitive communities except by 
using the measuring rod of money and the definitions which are applicable 
to the modern European or American economy. Western concepts can be 
adapted to meet some of the difficulties involved in applying them to tribal 
societies, but they reflect the tribal economy only in so far as it can be de- 
scribed in alien terms.’ In view of this limitation, it is not surprising that 
students of comparative economics have been embarrassed by the activities 
and institutions of tribal societies. Some have denied that the terminology of 
the modern exchange economy has any application to the problems of such 
societies; others have tried to describe tribal societies in Western terms. One 
of the obvious virtues of Professor Bohannan’s paper is its avoidance of these 
pitfalls of nihilism and naiveté. 

Most of the paper is based upon two premises. The first premise is that 
a clear distinction can be made between “special purpose money” and “gen- 
eral purpose money,” and that the latter, thanks to European intervention, 
is replacing the former. In all of Black Africa semi-subsistence economies 
have been drawn or are being drawn into the orbit of the exchange economy. 
The monetary revolution is still in progress in Tivland. In other parts of 
Africa the revolution was completed long ago. The Berber tribesmen of 
North Africa have used Carthaginian, Roman, Arab, Spanish, and French 
currency. The acceptance of foreign currencies was facilitated by the tradi- 
tion of the blood fued, which created a chronic need for a standard of pay- 
ment. 

Another important role of currency is to facilitate the exchange between 
rural tribesmen and itinerant merchants. In Morocco it is standard practice 
for tribesmen to come to the weekly markets with baskets of fruit or nuts 
and leave with packages of sugar or tea. Since the merchants cannot accept 
payment in fruit or nuts—much less in sheep or goats—rural tribesmen are 
obliged to obtain money from middlemen. In this case money is introduced 
only for the convenience of the merchants; it does not play a vital role in 
the tribal economy. In fact, it is possessed only for a short time on market 
days. Professor Bohannan refers to a similar arrangement when he says that 
money has come to be used in Tivland “as a standard of payment in the 
subsistence category, even when . . . the exchange is in direct barter.” 

The second main premise of the paper is that the increased use of general 
purpose money is breaking down the traditional division among goods of 








































1Cf. Phyllis Deane, Colonial Social Accounting (London and New York: Cambridge University 
Press, 1953), pp. 115-130. 
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different categories, and as a result the Tiv economy is changing from a 
multi-centric to a unicentric system. The concept of a multi-centric economic 
system is an elaboration of the more simple notion of a “dual economy,” 
which has long been used in economic anthropology. The basic divisior. 
in the Tiv economy is between the “subsistence sphere,” where goods are 
exchanged through barter, and the “prestige sphere,” where special purpose 
money is used. This is not a unique arrangement. There are reports from 
Africa and also from Melanesia of the use of tokens of value to regulate 
matters of status and prestige, while the exchange of most goods is effected 
through barter. This distinction is the justification for referring to a dual 
economy. Add special purpose money and the notions of the prestige value 
of different purchases, and it is vossible to refer to a multi-centric economy. 
It would be interesting to see how well the multi-centric concept might apply 
to other pre-monetary peoples. 

Since the Tiv do not use special purpose money in the exchange of sub- 
sistence goods, we may assume that such goods have little prestige value. 
For this reason the multi-centric concept cannot be applied to the subsistence 
sphere. Yet this is not to say that subsistence should be described as a simple 
cycle of production and consumption or nominal exchange. Professor Bo- 
hannan does not make such a suggestion, but the point is worth considering 
here, for naive descriptions of subsistence economy are still found in many 
textbooks. The notion of a dichotomy between “subsistence” and “exchange” 
is too crude to do justice to most tribal communities. A substantial part of 
the arable land is usually devoted to crops that are not consumed by the 
cultivators. The Berbers of North Africa make every effort to appraise 
and exploit small-scale variations of relief, exposure, and soil. Sunny slopes 
are used for vines and fig trees. Shady slopes are devoted to cereals or to 
pasture. Sheltered valleys are reserved for delicate fruit trees. Each family 
tries to be self-sufficient in the main staples, but some land is always used to 
grow special crops for exchange at the local markets. Specialization is most 
conspicuous in areas of ecologic diversity, especially in areas of broken relief, 
but there is some crop specialization even in the monotonous savanna. The 
textbook generalization of a simple subsistence economy with little or no 
specialization is difficult to reconcile with the spirited barter that takes place 
in tribal markets throughout Africa, and in many parts of the Near, Middle, 
and Far East. * 

In the Tiv area, as in most parts of Black Africa, the introduction of 
money seems to have fostered a vertiginous cycle of economic and social 
change. Should we regard this trend as an inevitable consequence of accultu- 





2 See Melville J. Herskovits, Economic Anthropology: A Study in Comparative Economics 
(New York: Alfred A. Knopf, 1952), pp. 253-262. 

3 See Marvin W. Mikesell, “The Role of Tribal Markets in Morocco,” Geographical Review, 
XLVIII (1958), 494-511. 
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ration, or are there psychological factors which may alter the direction or 
the pace of change? There are some peoples, such as the Masai of the East 
African plateau, who have been reluctant to take part in the colonial econ- 
omy; other peoples, such as the Mambwe of Northern Rhodesia, have 
accepted the opportunity to earn money with alacrity.* The Tiv seem to 
be following the latter course. In another generation the brass rods of Tivland 
may be remembered only as symbols of a remote and alien past, like the salt 
bars of Mauritania, the cowrie shells of the Guinea coast, and the copper wire 
and calico of Rhodesia. 


WALTER C. NEALE: Professor Bohannan’s and Dr. Shea’s papers 
support the thesis that economic development—a rising level of per capita 
incomes or material welfare—is not a normal state of affairs. Rather, life 
among the kind of barriers which Dr. Shea discusses are typical of the 
human condition. Of course, the barriers of Malabar and the institutions of 
Tivland are not the same; what both illustrate is the possibility of economic 
change without economic growth. Both the energy and the elbow-room 
or “surplus” which might have been used for technological innovation and 
capital formation have been directed toward different ends: the games of 
marriage and prestige and of caste and population growth. In neither area 
do we find systems too rigid for adaptation: the systems have adapted to 
changed conditions and impoted institutions without repeating the course 
of events in rural Europe over the past few centuries. 

In making a comparative analysis of the economies of Malabar and 
Tivland—or perhaps of any economies—we may start with the arrangements 
through which the component institutions within each economy mesh, and 
proceed to the ways in which the people adapt these institutions to changing 
circumstances. Dr. Shea points out that the farming community of Malabar 
meshed with the trading community through a series of’ steps sufficiently 
long to inhibit communication of ideas from the merchant class to the 
cultivating castes. What Dr. Shea presents as a very imperfect system of 
communication between trader and cultivator, between superior castes and 
cultivating castes, and between the cultivating castes and those still lower 
in the hierarchy, could also be described as a system of institutions in which 
the component parts of the economy had a minimum of opportunity for 
interaction. 

The situation among the Tiv appears to be quite different, for here there 
was close contact, the same people operating in each of the different spheres. 
It was the force of the accepted moral law which reduced the effectiveness 
of changes in one sphere in altering conditions in another. 


4 See William Watson, Tribal Cohesion in a Money Economy: A Study of the Mambwe People 
of Northern Rhodesia (Manchester: Manchester University Press; New York: The Humanities, 
Press, 1958), pp. 36-71. 
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If one asks why these two economies did not develop, the answer 
does not lie in the assertion that they lacked one or more components of a 
developing economy—I think Dr. Shea dealt very well with this approach— 
but lies in the way in which all the institutions bearing upon production 
and distribution interacted. When Dr. Shea picked six elements to illustrate 
the barriers to development he emphasized that it was not the existence of 
any particular barrier, but rather the fact that each barrier in Malabar— 
caste and its characteristics, politics and law, and population pressure— 
reinforced the others. The effect was more than the sum of the individual 
barriers; each multiplied the effectiveness of the others. Caste immobility 
inhibited changes in occupational structure, while the constancy of the 
caste occupational structure justified the immobility of castes and their 
consequent inability to communicate. Chaotic government prevented the 
clear definition of rights in land, which, in turn, made systematic law en- 
forcement as a basis of effective government more difficult. 

Professor Bohannan does not phrase his explanation in terms of barriers, 
but we could restate his argument by saying that the kinship system rein- 
forced a system of discrete spheres for different goods, while these spheres 
in turn gave strength to the system of several limited-purpose moneys, which 
in turn maintained the kinship system. 

If we shift the emphasis of our comparison from institutions to resources 
for capital accumulation we do not find that there were no opportunities to 
mobilize resources or to accumulate savings. Instead we find ourselves right 
back in the midst of the institutional structure, for there were in fact just 
such opportunities. However, in Malabar the savings or opportunities for 
capital accumulation accrued to the ruling and priestly castes who engaged 
neither in trade nor in agriculture, and to Moselm and foreign Hindu 
traders who constituted a separate society. These groups did not pass on 
the wealth which they controlled to those who farmed for the very reasons 
of caste immobility and incommunicativeness noted a moment ago. Re- 
sources were available, but control over them was widely scattered: what 
were lacking were the institutional mechanisms to mobilize the “surplus” 
at points where it would be effective in raising output and standards of 
living. Among the Tiv the resources mobilized were not transformed into 
additional equipment but were sold down country to food deficit areas in 
order to use the proceeds to make women happy (with cloth and scent) or 
to convert: to add to the number of wives and to the number of filiated 
children. While earnest money sums and filiation payments rose the capital 
of the country did not grow. 

The lesson to be drawn from these studies of Malabar and Tivland is that 
we should not speak of stagnant versus developing economies because the 
so-called stagnant economies are in fact changing. What remains stagnant 
or constant is the index of national output per capita. Its components are 
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changing, and so are the surrounding socio-economic institutions. The 
systems of land tenure and of taxation and the crop patterns have changed 
in Malabar. The clear differentiation of market spheres in Tivland has 
become clouded; cropping has altered; an export trade has grown up; trading 
companies have been created. The point is that adaptations to external forces 
may be neutral in their developmental effect because the native institutions 
adjust without “revving up” for a take-off, just as they can produce “sur- 
pluses” without producing capital equipment or new institutions. 

Briefly, two other lessons can be drawn from these studies. First, we find 
that events in both places can be accounted for without reference to that 
popular explanation of colonial practices, imperialism. Caste hierarchy, honest 
law, and parallel systems of economy are sufficient to explain events in 
Malabar without calling upon commercial greed or metropolitan selfishness. 
The maximizing or conversion aims of the Tiv in the prestige and marriage 
spheres explain the course of events there without any Marxist or Hobsonian 
analysis. 

Secondly, the material in these papers and its presentation advance the 
level of the “dual economy” debate an important step. Much of the material 
could have been used to support the position of Dr. J. H. Boeke; yet neither 
author so used his material. We did not hear of inherent differences; we 
did not hear of two psychologies; we did not hear that development or 
happiness is impossible for either peoples—and so we may lay to rest the 
early versions of eastern versus western economy. Instead, we have the 
materials and a further stage in the explanation of differential patterns of 
response in economies organized around different. institutions, or where 
institutions are meshed in different ways—or which there are many, not two, 
and to'our understanding of which Africa as well as Asia and the west can 
contribute. 





Some Neglected Factors in the English 


Industrial Revolution 


HE economic differences between the Europeans on the eve of 

industrialization and the currently less developed peoples has as- 
sumed a certain degree of importance in the recent literature. It has 
been argued that West Europeans had significantly higher per capita 
incomes than do most of the peoples of the world today and that the 
levels of living of many people fell off during the process of early 
industrialization. Obviously, the argument is important in that the 
levels of living found in most of today’s less developed peoples could 
not decline significantly without the risk of disaster. 

Partially contradicting this argument is the generally held theory of 
the demographic transition. The view that all populations prior to about 
1750 were characterized by a mortality which was sufficiently high to 
make demographic growth exceedingly slight minimizes the differences 
between past and present less developed societies. And given the 
relatively well-established generalization that high mortality, in the 
absence of modern methods of public health, results largely from low 
levels of living, it appears that there was little difference between the 
Europeans and the presently less developed peoples on the eve of 
industrialization. 

Although the current theory of the demographic transition has been 
challenged recently, I shall develop the argument somewhat differently 
in this paper.’ I shall try to make the following points: pre-industrial 
Western fertility was generally limited by economic considerations, 


1K. H. Connell, The Population of Ireland, 1750-1845 (Oxford: Clarendon Press, 1950); 
K. H. Connell, “Some Unsettled Problems in English and Irish Population History, 1750-1845,” 
Irish Historical Studies, VIL (1951), 225-34; H. J. Habakkuk, “English Population in the Eigh- 
teenth Century,” Economic History Review, 2d. ser., VI (1953), 117-33; J. T. Krause, “(Changes 
in English Fertility and Mortality, 1781-1850,” Ec. Hist. Rev., 2d. ser., XI (1958), 52-70; J. T. 
Krause, “Some Implications of Recent Work in Historical Demography,” Comparative Studies in 
Society and History, 1 (1959), 164-88; J. T. Krause, ‘““Western Demographic History and the 
Current Situation in the Less Developed Countries,” which will appear in Population Studies. 

In the effort to avoid a needless multiplication of footnotes, I might mention that my “Some 
Implications of Recent Work” and “Western Demographic History and the Current Situation” 
provide the statistical basis for my discussion of the demographic differences between past and 
present less developed peoples. The latter article also contains a brief analysis of some eighteenth 
century English local materials. Then, those parts of the following discussion which relate to 
England and Wales between 1781 and 1850 are based on my “Changes in English Fertility and 
Mortality.” 
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especially among the lower classes; most of the populations of the 
currently less developed areas have not controlled their fertility in the 
interests of relatively high levels of living; the contrast between the 
attitudes towards fertility led to differences in levels of living and 
mortality before the Industrial Revolution occurred; and indeed, 
Western demographic traits favored industrialization and those of the 
currently less developed countries hindered it. 

I should stress, however, that I am not putting forward another 
single cause explanation of all human history. I am presenting a much 
simplified model in the interest of brevity, and obviously many variables 
have been omitted. I should also stress the tentative nature of much of 
the argument. It will be a long time before we have enough satisfactory 
data to deal with the various problems which will be raised in the dis- 
cussion. 


Current demographic theory has stressed the constantly high fertility 
of the pre-industrial West; however, recent work has emphasized the 
great variability of that fertility. Crude birth rates ranged from a high 
of between 55 and 60 per 1,000 in the United States and French Canada 
of the eighteenth century to a low of about 15 per 1,000 in Iceland in 
the 10 or 15 years surrounding 1703, a range much greater than that 
found in the currently less developed world. For most Western countries 
the birth rate seems to have hovered about the mark of the low thirties, 
as was the case in the Northern European countries between 1735 and 
1800; in other words, well below the rates of over 40 per 1,000 which 
are found in so many under-developed countries today. 

Also, long-term changes have been noted within some Western 
countries. K. H. Connell has argued quite persuasively that the rapid 
growth of the Irish population between 1780 and 1840 resulted from 
an increased birth rate; unfortunately, however, there are few statistics 
on which to support his hypothesis.” English statistics are far superior 
to the Irish and have been used recently to suggest that English birth 
rates were about 30 per 1,000 between 1700 and 1750, that they rose to 
about 42 per 1,000 in the decade 1811-1820, and eventually fell to the 
level of 35 per 1,000 in the 1840’s. These crude rates understate the 


2 Connell, The Population of Ireland. While the Irish statistics leave much to be desired, Con- 
nell’s approach to the effect of institutions on fertility and his argument which rules out mortality 
as a variable in Irish demographic growth are excellent. 
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actual changes in fertility because the age structure in the 1810's was 
probably least favorable to a high crude birth rate. Also it has been 
suggested that Swedish birth rates rose from about 32 per 1,000 in the 
period 1721-1736 to nearly 36 in the decade 1751-1760 and then fell 
off. And it would be most surprising if the high Canadian and Ameri- 
can birth rates had been matched by their ancestors in their respective 
homelands. 

Demographically speaking, variations in fertility were caused by 
either changes in the numbers of married women or of births per 
married woman. It has long been known that short-term movements 
in the marriage rates were greatly affected by grain prices. According 
to the first report of the Swedish Tabellkommission: * 


It is obvious that crop failures and hard years prevent many persons from marry- 
ing. But it is also easy to understand why, at the same time, existing bridal beds 
will be less fruitful if it is remembered that an increase of a couple of daler in 
the price of corn will immediately result in an addition to all the burdens imposed 
on farmers, compelling them to cut down their other expenses in order to fill their 
own stomachs. They grow sad and worried and both husbands and wives have 
to earn their own living. In 1747 and 1748 the price of corn was 30-28 daler per 
T:na in most parts of Sweden. . . , but in 1750 the price was only 17 daler. At 
once girls and boys were ready for the bridal bed, and for married couples love 
began to burn more vigorously. 


There is reason to believe that these comments are also applicable to 
long-run changes. Certainly, the people of French Canada had easy 
access to large amounts of vacant cultivatable land, and their marriage 
rates were the highest known in the pre-industrial West. The Finns had 
higher marital rates than the other Northern Europeans and also had, 
as a result of the murderous devastation of the Great Northern War, 
relatively large tracts of cultivatable land available. But availabilty of 
land was certainly not the only factor. Changing use of the land, new 
crops, and rack-renting have been cited by Connell as factors which 
reduced the Irish age of female marriage after 1780. And in England 
it is relatively certain that the marriage rate rose sharply in the late 
eighteenth and early nineteenth centuries and then fell in the 1830's. 
The suggested causes of this development are many: early industrializa- 
tion, with its child labor; the poor laws; enclosure; and mining. Little 
has been done as yet to study changes in the age of marriage, but in 
each of three southern agricultural areas the age of first marriage for 
women was about 27 years between 1700 and 1750. In each area the age 


3 The material is cited in H. Gille, “The Demographic History of the Northern European 
Countries in the Eighteenth Century,” Population Studies, Ill (1949), 49. 
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fell so that by 1801-1812 it was only 20 in one parish (a famous poor 
law parish), 22 in another, and 25 years in three Suffolk parishes. I 
hasten to add, however, that by 1841-1850 the age of first marriage for 
women in these Suffolk parishes had fallen to 21 years. 

There is another way of demonstrating the effect of economic condi- 
tions on marriage. Since Marcus Rubin’s study of the Danish census of 
1787, it has been known that, broadly speaking, the higher the class 
the greater the percentage of males who were married, a finding which 
is confirmed by some Italian data.* Also, a recent study of Polish peasant 
women shows that the larger the holding the earlier the age of female 
marriage.” And some English data are important in this connection. 
Evidence taken from the allegations for marriage licenses of seventeenth 
century Gloucestershire and eighteenth century Nottinghamshire shows 
that the median age of marriage of the wives of gentlemen was about 
22 years.° On the other hand, the median age of marriage for husband- 
men’s wives, the lowest landed category available for Gloucester, was 
about 26-27 years. In the Nottingham sample the median age of mar- 
riage for the wives of laborers was about 25 years, the highest age for 
any group in that sample. A further consideration makes this evidence 
more impressive. Often editors of the allegations for marriage licences 
warn the reader of the numerous errors to be found in such documents. 
In comparing ages given in the allegations with those derived from 
the parish registers, I have found that the allegations very often under- 
state the ages of those persons who were 25 years of age or older. Thus, 
the ages of marriage for the lower classes in these samples are probably 
too low.’ 


4M. Rubin, “Population and Birth Rate, Illustrated from Historical Statistics,” Journal of the 
Royal Statistical Society, LXIII (1900), 596-625, especially 596-606; R. Mols, Introduction a la 
démographie historique des villes d'Europe du XIV® au XVIII¢ siécle, 3 vols. (Louvain: Editions 
J. Duculot, 1954-56), II, 303-5. While both bodies of data suggest that marriage among the 
lower classes was later and less frequent than that of the upper classes, several writers on his- 
torical demography have nonetheless used small samples from the upper class to argue that mar- 
riage was early and almost universal among all classes. 

5 W. Stys, “Influence of Economic Conditions on the Fertility of Peasant Women,” Population 
Studies, XI (1957), 136-48. 

6 The Gloucester data is summarized in the review by J. D. Chambers in Ec. Hist. Rev., 
2d. ser., IX (1956), 145-46. For the Nottingham data see J. D. Chambers, The Vale of Trent 
1670-1800, Supplement No. 3 of the Ec. Hist. Rev. 

TIt is unfortunate that the tabulations of the Nottingham and Gloucester materials do not 
discriminate between first marriages and other marriages. One might expect that widows and 
widowers would constitute an abnormally high percentage of those marrying by license. One 
should also remember that Nottingham probably had a higher rate of economic growth during 
the eighteenth century than did England as a whole; thus, the age of marriage in that county 
might be expected to have been lower than the English average. There is another possibility which 
is involved in the use of marriage license allegations: the laborers and husbandmen who married 
by license may have been somewhat better off than their fellows who married by bans. 
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Existing evidence makes clear that differences in marriage do not 
explain all the variations in pre-industrial Western birth rates.* For 
example, the total fertility ratio, the average number of children born 
to a woman who was married at age 15 and who lived to be 50 years 
old, was about 30 per cent higher in French Canada than it was in 
eighteenth century Sweden. Giile has also shown that Finnish marital 
fertility was somewhat higher than the Swedish, but it is clear that the 
Swedish rates were similar to those found in Norway, England, Iceland, 
Denmark, and Brandenburg-Prussia. 

It has been argued that conscious family limitation was an important 
factor in bringing about the observed differences in pre-industrial 
Western marital fertility rates. Interestingly enough, most of the evi- 
dence suggests that poverty was a major cause of family limitation and 
that it was the poor who often restricted the size of their families.° 
While this evidence is scarcely overhelming in its bulk, it is consistent 
with the findings of G. Utterstr6m, H. Gille, D. Thomas, and P. 
Goubert, who have suggested that the sharp falls in the birth rates 
during times of high grain prices were the results of the practice of 
family limitation.” 

The evidence on family limitation, taken in combination with the 
data on class-differentials in marriage, thus suggests that pre-industrial 
Western class fertility patterns were quite different from those found 
in the West today. Instead of the poorer groups having the highest 
reproduction rates, as today, they possibly had the lowest. If this obser- 


8 In addition to the materials which are mentioned in my first footnote, see L. Henry, ‘“‘Char- 
actéristiques démographiques des pays sous-développés : natalité, nuptialité, fecondité,” in 
Le “Tiers Monde”. Sous-développement et développement, ed. by G. Balandier (Paris: Presses 
Universitaires de France, 1958), pp. 149-73. 

9In addition to the materials which are cited in Krause, “Some Implications of Recent Work,” 
pp. 184-85, see A. Venard, “Saint de Sales et Thomas Sanchez,” Population, IX (1954), 683-92. 
The material from Sanchez is especially interesting. 

Admittedly I am venturing onto very treacherous ground in suggesting that the poorer classes 
practiced family limitation to a greater extent than did the upper classes. But such data as I 
have examined on family limitation stresses poverty as a major factor, and obviously family limi- 
tation could have been carried out by a variety of means: abstinence, extended nursing, coitus 
interruptus, primitive chemical and mechanical methods of contraception, abortion, exposure, 
infanticide, and other means. Given the very slow rates of economic growth which were char- 
acteristic of the pre-industrial West, there were certainly incentives for the poor to limit the size 
of their families. Had they not done so, it is difficult to see how the West could have avoided the 
poverty which is found in India today, because even late marriage can lead to exceedingly high 
birth rates. 

10 G. Utterstrém, “Some Population Problems in Pre-Industrial Sweden,” Scandinavian Eco- 
nomic History Review, Il (1954), 103-65, especially 159; Gille, “The Demographic History of 
the Northern European Countries,” p. 49; P. Goubert, “Une richesse historique en cours d’ex- 
ploitation. Les registres paroissiaux,” Annales: économies, sociétés, civilisations, IX (1954), 
83-93, especially 86. 
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vation about the low reproduction rates of the lower classes is verified, 
there will be many ramifications, not only for income distribution, but 
for social structure as well. However, it will be some time before it will 
be possible to test the idea adequately. 

Although we are still quite far from understanding the various 
aspects of the complex problem of pre-industrial Western demography, 
it seems apparent that economic factors exercized a strong influence on 
fertility. However, to avoid too over-simplified a view, I might mention 
that the English birth rate apparently reached 42 per 1,000 in the decade 
1811-1820, a far from prosperous decade which featured harvest failures 
and widespread unemployment. Real expenditures on the poor in- 
creased by 277 per cent between 1776 and 1817-1821 and by the latter 
period at least 20 per cent of the entire population was probably re- 
ceiving parish aid. While early industrialization, with its child labor, 
the poor law, and other economic factors have been advanced as causes 
of high fertility in this decade, it is possible that cultural disorganization 
also played a role. After all, illegitimacy was increasing sharply at a 
time when marriage rates were rising significantly. And while I doubt 
that the fall in fertility between the 1810’s and the 1840’s was the result 
of any change in the standard of living, as was apparently the case in 
the late nineteenth century, workers in historical demography must 
always be on the watch for such changes. 

In sharp contrast to the consciously limited fertility of the pre-in- 
dustrial West is the relatively uncontrolled fertility of most currently 
less developed countries. Although there are some exceptions, marriage 
is far earlier and far more frequent than it was in the West. To take 
the areas of high nuptiality, the percentages of married women in the 
age-group 15-49 of India (1931) and Taiwan (1930) were 79 and 74 
per cent respectively. On the other hand, the extreme instance of post- 
poned Western marriage was Iceland in 1703 in which only 28 per cent 
of the women between the ages of 15 and 49 were married. In the 
probably typical instance, Sweden in 1800, 49 per cent of the women 
in the same age-group were married. And it is even doubtful that 
French Canada of the eighteenth century, with the highest marriage 
rates of the pre-industrial West, matched the precocity and frequency 
of marriage which is found in most of the world today. With rare 
exception, contemporary investigators find no evidence of conscious 
limitation of demographic growth in the currently less developed 
countries, although there is evidence of many customs which do limit 
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fertility to some extent.’* While there is some evidence of differentials 
in fertility, they appear to be much less than those which characterized 
the pre-industrial West. 


II 


Assuming that the pre-industrial West and the currently less de- 
veloped peoples did differ sharply in regard to controls over fertility 
and that there was a long period of relatively slight technological 
improvement, it is easy to see that the economic differences between 
the two demographic types would become very great. In those lands 
in which fertility was unchecked, the relatively fixed quantity of good 
agricultural land would soon prove insufficient to feed the rapidly 
growing population. Hence, more and more marginal lands would be 
brought into production, and less and less land would be available 
for dwelling purposes and for livestock and forest products. Animals 
thus played a small economic role as sources of food, fertilizer, and 
labor power. Also, the increasing population led to a decreased size 
of holding, whether of individuals or of families. In the absence of 
communal cultivation, the decrease in the size of the holding would in 
the long-run result in underemployment and, considering the large 
amounts of poor land under cultivation, a very low productivity per 
worker. While one could mention other consequences of fertility un- 
checked by economic considerations, the above are sufficient for the 
present purpose. On the other hand, one can easily see that the societies 
which limited fertility in the interests of a relatively high level of living 
would not fall to the levels found in most of the world today. 

Such evidence as we possess confirms these inferences about the 
economic differences between the pre-industrial West and the presently 
less developed peoples. Bert Hoselitz recently pointed out that agricul- 
tural densities in the latter are roughly three or more times higher than 
those which prevailed in European countries on the eve of industrializa- 
tion.’” Examination of the very sketchy evidence on income per worker 


11 The action of at least some social customs have quite different effects from the economically 
controlled fertility of the pre-industrial West. For example, it has been argued the Hindu taboo 
on remarriage of widows acts as a damper on the Indian birth rate, yet it is primarily an upper 
caste taboo. Also, if extended nursing acts to restrict fertility in many currently less developed 
societies, one might expect that the measure would be mainly effective in the relatively well- 
nourished classes. 

12. Hoselitz, “Population Pressure, Industrialization and Social Mobility,” Population 
Studies, X1 (1957), 123-35, especially 125. 
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also suggests that the pre-industrial West enjoyed considerably higher 
levels than do most currently less developed countries."* Perhaps better 
than the quantitative evidence is the virtually unanimous judgment by 
eighteenth century European observers that the mass of Indians and 
Chinese had a level of living which was well below that of Europeans 
of the day. Many of these observers also pointed to uncontrolled fertility 
as a cause of Indian and Chinese misery.”* 

Perhaps our most precise evidence on differentials between pre-in- 
dustrial populations refers to diets. Materials for Sweden, Ireland, and 
England show that these pre-industrial Western peoples had relatively 
adequate diets, diets which were far superior to those of the presently 
less developed countries.” These materials, having been available in 
print for some time now, require no comment on my part; however, 
I might stress a small body of data which has not previously been used, 
the budgets of the English poor which were collected by Frederick 
Eden.”® The value of the data is increased by the fact that they refer 
to the year 1795, a year which, as H. J. Habakkuk has pointed out, 
seems to have been as severe as those of the late seventeenth and early 
eighteenth centuries.‘’ Further, the budgets do not include items of 
food for which no money was spent. Yet the incomplete data for the 
English poor in a harsh year reveal a per capita consumption of dairy 





goods which was about twice as great as the estimated Indian per 
capita production in 1940.’° Then, of the 31 families for which Eden 
had detailed information, 27 families had meat or fish included in their 
diets, sometimes in sizable quantities. Of the four families without any 
meat listed in their budgets, three of the men were given some victuals 
by their employers and thus may have had meat. One curious feature 


13 For example, see S. Kuznets, “Population, Income and Capital,” in Economic Progress, 
ed. by L. H. Dupriez (Louvain: Institut de Recherches Economiques et Sociales, 1955), pp. 27- 
46, especially pp. 33-34. 

14T, R. Malthus, The Principle of Population, 7th ed. (London, 1872). R. Cantillon, Essai sur 
la nature du commerce en général (Paris: Presses Universitaires de France, 1954). Other exam- 
ples are cited in K. Davis, The Population of India and Pakistan (Princeton: Princeton University 
Press, 1951), pp. 203-5. 

15E, F. Heckscher, Sveriges Ekonomiska Historia fran Gustav Vasa, 2 vols. (Stockholm: 
Albert Bonniers férlag, 1936-49), II, appendix, 16-19; Connell, The Population of Ireland, 
pp. 151-56; R. N. Salaman, The History and Social Influence of the Potato (Cambridge: Cam- 
bridge University Press, 1949); J. C. Drummond and A. Wilbraham, The Englishman’s Food 
(London, 1939). 

16 The most convenient source of this material is F. M. Eden, The State of the Poor, abridged 
and edited by A. G. L. Rogers (London: G. Routledge and Sons, Ltd., 1928). 

17H. J. Habakkuk, “The Economic History of Modern Britain,” THe JourNat or Economic 
Hisrory, XVIII (1958), 486-501, especially 499. 

18 VY. N. Patwardhan, Nutrition in India (Bombay: The Indian Journal of Medical Sciences, 
1952), pp. 11-12. 





536 John T. Krause 


of the budgets is that nowhere is there any mention of fowl or eggs. 
It is not impossible that many of the families supplied these foods by 
home production. 

The consequences of these differences in food consumption, together 
with other results of poverty, are many. Some are relatively easy to pin 
down and prove, others are not capable of proof in the present state 
of our knowledge, but their possible importance merits a brief discus- 
sion. A definite consequence of the differences in levels of living is a 
difference in levels of mortality. Chronic shortages of calories and 
protective foods have led to the multiple deficiency diseases so common 
in the world today and to lowered resistance to infection. The high 
densities of settlement make for rapid spread of disease, and of course 
poverty aggravates the situation. In contrast to the estimated Indian 
death rate of about 41 per 1,000 between 1871 and 1941, the Northern 
European rate between 1735 and 1800 was about 28 per 1,000. And 
there is some reason to believe that the English death rates of the first 
half of the eighteenth century were in the low twenties. The difference 
between the English and the Northern European rates may well be 
explained in part by the higher English levels of living. 

Another fairly obvious consequence of low levels of living is a decline 
in fecundity. Food shortages and disease result in late sexual maturation 
and in a relatively short and sub-fecund maturity.’® Thus even though 
eighteenth century Swedes practiced some forms of family limitation, 
an average Swedish woman who married at age 15 and lived through 
the reproductive period had nearly twice as many children as a com- 
parable woman of Mysore in the twentieth century. No doubt social 
custom plays some role in reducing Indian fertility, but clinical and 
experimental evidence shows that physiological factors are quite im- 
portant. 

Thus, there are two major types of demographic regime among 
pre-industrial populations. The Western type, which also included 
Japan and many tribal groups, controlled fertility by means of post- 
ponement of marriage and family limitation for the purpose of main- 
taining a level of living.” It is possible that England was the country 





19 Krause, “Some Implications of Recent Work,” pp. 181-84. In addition to the comments 
which I made in that article on the work of J. de Castro, The Geography of Hunger (Boston: 
Little, Brown and Company, 1952), one should note that the demograpic part of his argument 
is based on official crude birth rates, many of which are quite inaccurate. 

20 A. Okasaki, Histoire du Japon: l'économie et la population (Paris: Presses Universitaires de 


France, 1958), pp. 36-38; A. M. Carr-Saunders, The Population Problem (Oxford: Clarendon 
Press, 1922). 
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in which the tightest controls were exercized over fertility during 
periods of slight economic growth. On the other hand, uncontrolled 
fertility in the currently less developed countries has led to a situation 
in which an equilibrium was reached by means of high mortality and 
low fecundity. On the basis of available statistics India would appear to 
be the ideal type of this category in that India has the fewest controls 
over fertility. 

Both types of demographic regime, however, have the possibility of 
rapid increase of population, although by different means. In the West 
there is reason to believe that favorable economic conditions brought 
about an increase of nuptiality and a decrease of family limitation. A 
different mechanism may explain J. Durand’s recent finding that the 
Chinese population had grown more rapidly than the European during 
the century 1751-1851.” Presumably there was no hygienic revolution 
or any revolutionary medical advances in China at that time, but it 
is quite possible that an important improvement took place in the food 
supply. Such an improvement, by reducing mortality and increasing 
fecundity, would have made possible an explosive rate of demographic 
growth. 

The pre-industrial Western demographic pattern has many advan- 
tages over that found in most of the world today. Relatively few Western 
children were brought into the world, but most of them survived to be 
educated, to use that education as mature workers, and to enjoy a 
relatively long period of maturity. To use H. Singer’s language, there 
was not the over-investment in children characteristic of today’s under- 
developed areas.”* A recent writer has estimated that the direct losses 
caused by the high Indian infant and child mortality amount to about 
three per cent of the annual national income, as compared with a loss 
of less than one per cent in the United Kingdom today. Considering 
India’s great poverty, a direct loss of even three per cent and the indirect 
losses (loss of the mother’s services, maternal mortality, effects of re- 
peated pregnancies, and the like) are of great importance.”* 

And from another point of view, high fertility leads to a type of age 
structure which does not promote high per capita production. Not only 


21J, D. Durand, “Some Remarks on the Population Statistics of Ancient China and the 
Outlines of Chinese Population History,” which will appear in Population Studies. 

22H. Singer, “Problems of Industrialization of Underdeveloped Countries,” in Economic 
Progress, ed. by L. H. Dupriez (Louvain: Institut de Recherches Economiques et Sociales, 1955), 
pp. 171-92. 

23 W. L. Hansen, “A Note on the Cost of Children’s Mortality,” Journal of Political Economy, 
LXV (1957), 257-62. I am indebted to Prof. R. E. Gallman for this reference. 
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does India have a much larger percentage of its population under the 
age of 15 than did pre-industrial England, given comparable rates of 
demographic growth, but we should expect that the productive period 
of Indian laborers would be shorter and less efficient than that of the 
corresponding group in England. High mortality implies high mor- 
bidity, which in combination with the nutritional diseases reduces the 
efficiency of Indian labor. 

The consequences of uncontrolled fertility possibly also extend to 
the problem of rationality so much discussed by Max Weber and others 
in the controversy about the relationships between Calvinism and 
capitalism. Generalizing on the Swedish population in the eighteenth 
century, Eli Heckscher wrote: ** 





It is usual to look upon the new regime which was the outcome of the Industrial 
Revolution as stamped by unrest and insecurity. It would be more to the point 
to say this of pre-revolutionary society, for the lives of pre-revolutionary people 
were insecure and irregular; they fell helpless victims to the inexplicable and 
uppredictable freaks of Nature. . . . 

What cannot be stressed too strongly, however, is that this old “static” order 
was accompanied by a frequency and a depth of fluctuations with which the 
following century had nothing to compare. 


The inadequately fed people of the East who were so closely packed 


together must have known more intense, if not also more numerous, 
fluctuations than the eighteenth century Swedes. Given such a social 
environment, one would not expect much evidence of long-term 
economic planning, at least of the type that Weber singled out as a 
result of the Reformation. Life was simply too unpredictable. 

There is also another aspect of the problem of rationality: the intellec- 
tual capacity of the individual. I grant that we know very little about the 
effects of malnutrition and low health levels on intelligence. The prob- 
lem is clouded by the many definitions of the term “intelligence,” by the 
difficulties of constructing cross-cultural tests, and by other factors. 
Nonetheless, some competent observers argue that malnutrition and 
poor health leads to a stunting of the intellect.** While such a position 


24E. F. Heckscher, “Swedish Population Trends before the Industrial Revolution,” Econ. 
Hist. Rev., 2d. ser., Il (1950), 266-77, especially 272. 

25J. Gillman and T. Gillman, Perspectives in Human Nutrition (New York, Grune and 
Stratton, 1951), pp. 484-85; S. Peller, “Nature and Nurture in Mental Development,” Socio- 
logical Review, XX1X (1937), 103-8; S. Peller, “Growth, Heredity and Environment,” Growth, 
IV (1940), 277-89. I might mention at this point that I am much indebted to Dr. Peller for his 
advice on medical and demographic matters. Not only has he shown great willingness to discuss 
these questions with me, but he has read and criticized most of my articles. Naturally he is not 
responsible for any errors that may remain in my treatment of these questions. 





Factors in the English Revolution 539 





is not capable of proof now, it is quite plausible because of the well- 
known effects of these factors on the nervous system.” There is thus 
the possibility that the pre-industrial Westerners could learn and 
think more accurately than can the mass of today’s less developed 
peoples. While the upper-classes in these countries may have had 
relatively adequate diets, it is hard to see how their behavior would 
not have been affected in one way or another by the behavior of the 
lower classes. 

Finally, in connection with the question of rationality is the direction 
of planning. Cheap labor supplies provided little incentive for the 
development of labor-saving machinery, and low per capita income 
meant little effective demand for mass-produced goods. If investments 
were made in industry, they would be in the production of luxury 
goods which were labor-intensive. And with the great pressure on 
the land, landed investment would perhaps have yielded a higher and 
a securer return in the East than in the West. 


III 


A number of consequences flow from the contrasts which I have 
argued exist between the pre-industrial West and the currently less 
developed countries. Whereas the West had a labor force which ad- 
justed its numbers in a rough way to economic conditions, the presently 
underdeveloped countries do not. It is thus possible that the eradication 
of many diseases and improved nutrition will lead to rates of demo- 
graphic growth which are higher than the world has ever seen. For 
example, the birth rate in the malarial regions of Ceylon prior to the 
D.D.T. campaign was 39 per 1,000, and the rate is now 50 per 1,000.” 
What will happen when nutritional levels improve markedly? Without 
a rapid spread of the practice of family limitation, demographic 
growth might even cancel out gains in per capita production. 


26 Many medical texts on nutrition deal with this question, but note Gillman and Gillman, 
Perspectives in Human Nutrition, pp. 444-66. 1 think that the work of these researchers is es- 
pecially important to those working on the less developed countries because the two men are 
not only able clinicians, but also have considerable experience with an underdeveloped people, 
the Bantus. Another interesting work which touches on the psychological consequences of mal- 
nutrition is M. G. Wohl and R. S. Goodhart (eds.), Modern Nutrition in Health and Disease 
(Philadelphia: Lea and Febeger, 1955), especially pp. 135-39. 

27 Department of Census and Statistics, Ceylon, Fertility Trends in Ceylon, Monograph No. 3 
(Government Press, 1954). I would hazard a criticism of the explanation of the rise of the birth 
rate in the malarial region. While it is true that quinine impairs fecundity, there is also evidence 
that malaria reduces the ability to have children, see Krause, “Some Implications of Recent 
Work,” p. 183. I am indebted to Dr. Sarkar for this reference on Ceylon. 
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However, if the rates of natural growth are successfully brought 
down, the prospects for an improved labor force are much greater 
than they were in the West. It is arguable that health levels declined 
in England during early industrialization and stayed low for a long 
time.** Yet, with modern methods of public health and improvements 
in nutrition, the modern labor forces will probably show an unprece- 
dented increase in efficiency. 

While much of my argument is tenuous and indicates the need for 
additional research, it is interesting to note that England, perhaps the 
Western country with the strongest controls over fertility, was the 
first nation to industrialize and that Japan, one of the few pre-industrial 
Asian nations to control fertility, was the first industrial power in the 
East. By drawing sharply the differences between past and present 
less developed countries, and by providing a possible explanation of 
at least part of those differences, I believe the paper partially confirms 
the conclusion of Simon Kuznets and others that the process of 
industrializing the currently less developed world cannot simply 
follow the Western experience. 


Joun T. Krause, Ohio State University 
28 Krause, “Changes in English Fertility and Mortality.” On the deterioration of the quality 


of urban food and on the increase of rickets in nineteenth century England, see many references 
in Drummond and Wilbraham, The Englishman's Food. 





The Textile Industries in Silesia and the 
Rhineland: A Comparative Study im 
Industrialization* 


HE gradual yet cumulative advance of West European capitalism 

was in large part epitomized by the developments of its textile 
trades.’ They were the first to carry the seeds of economic change into 
the stagnant preserves of guild conservatism, and subsequently they 
again proved to be the pioneers of the new factory system. In Germany 
the sequence of economic change was not quite as uniform. Each 
German textile district emerged as a specific case of economic grov’th 
with contours of industrial evolution that manifested unique deviations 
from the broad pattern of development. The heterogeneity of the 
German lands, particularly marked before the advent of the railways, 
was both cause and effect of this diversity. 

The contrasting fortunes of the Silesian and Rhineland textile trades 
are extreme cases of this divergence. Nevertheless both these areas 
share certain common features that need to be emphasized before con- 
tinuing with a comparison of their disparate ways. In both instances 
the textile trades assumed within the regional economy a position of 
sufficient importance to render the welfare of the local population 
dependent upon the prosperity of these trades. In each case the share 
of exports bulked large within total output, thus exposing the two 
regions, at a very early stage, to the structural and cyclical vagaries 
of international trade. In both instances the textile trades antedated 
by centuries the industrial revolution, providing evidence for those 
adjustments generally called forth once the factory system tended to 
exert its dominance, within the world economy, upon an older 
industrial structure. Finally, both districts in their own way affected 
and were affected by the composite of German economic development. 


* The author is grateful to the Social Science Research Council for a post-doctoral fellowship 
(1958-1959) which enabled him to complete the research necessary for this study. 

1 For an elaboration of the thesis “. . . the textile crafts . . . occupied a central position 
in economic history . . .”” see George Unwin’s introductory chapter to George W. Daniels, 
The Early English Cotton Industry in University of Manchester Historical Series No. XXXVI 
(Manchester: Universit ress, 1920), pp. Xx-XXi. 
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To render these regional differences in any way meaningful it be- 
comes necessary to delineate the character of the institutional setting. 
Only against the background of its relevant industrial framework and 
social structure is it possible to understand why the Silesian textile 
trades of the 19th century were subjected to such difficulties while the 
same industry in the Rhineland was to enjoy, with relatively minor 
interruptions, steady expansion. 





II 


The Silesian textile industry, the linen manufacture in particular, 
merits a special place in a study of German 1gth century economic 
development, even though it affords no insights into the processes of 
industrial evolution. Confronted, since the second half of the 18th 
century, by the rise of foreign competition and the appearance of 
cotton as a substitute product, the linen trades relapsed into a state of 
helpless resignation. Advantages of a once flourishing industry ran 
to waste. External economies of the past, a tradition of skills, and 
availability of ancillary trades were left untapped for purposes of 
development. Given its inability to adapt to changing circumstances, 
the Silesian linen industry becomes a case study in economic stagna- 
tion. What was it that made the Silesian scene so peculiar as to 
inhibit economic growth and condemn its inhabitants to a state of 
indescribable misery ? 

Lujo Brentano was able to provide an interesting explanation for 
this unfortunate sequence of economic change. Referring to the then 
(1892) standard work on the Silesian linen industry (Alfred Zimmer- 
mann, Blithe und Verfall des Leinengewerbes in Schlesien (Olden- 
burg and Leipzig: Schulzesche Buchhandlung, 1885), Brentano wrote 
that “. . . the industrial organization of the ordinary weavers and 
their plight remained unintelligible to me, as often as I read the book, 
until I came upon an idea that unravelled all that had hitherto re- 
mained mysterious: the organization of Silesia’s rural linen industry 
was based upon a feudal order.”* Apart from its importance to the 
present study, the hypothesis endows this account with some topical 
relevance as it raises issues that may be of interest to those who concern 
themselves with the problems of underdeveloped economies. 

The emergence of the Silesian linen manufacture as an industry 


2 Lujo Brentano, “Ueber den grundherrlichen Charakter des hausindustriellen Leinengewerbes 
in SCHLESIAN,” Zeitschrift fiir Sozial-und Wirtschaftsgeschichte, 1 (1893), 323. 
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working for the world market dates back to the 16th century. At that 
time foreign merchants entered the Silesian countryside and organized 
a domestic industry in order to tap the labor services of the rural 
population that had been spinning and weaving on a part-time basis 
and mostly for its own use.* These traders deliberately bypassed the 
urban crafts because the corporate fetters made the guild artisans quite 
incapable of adjusting to the requirements of the new production as 
demanded by the foreign markets.* 

The feudal lords approved and supported the creation and subse- 
quent extension of local industry. As the principal estate owners, they 
welcomed the more intensive utilization of local resources, particularly 
timber, and the consequent rise in land values. In the same way they 
were to profit from the increased capacity of their serfs to bear the 
burden of feudal dues as a result of the latter’s improved employment 
opportunities. Above all, this new industrial expansion meant that 
the lords were able to turn into cash the flax, the yarn, and the linen 
which, since times immemorial, they had been receiving as part of the 
feudal tribute.” 

In the subsequent wranglings over the extension of a rural manu- 
facture, the guilds and their artisans naturally opposed these industrial 
developments as a threat to their existence. It was equally obvious that 
the lords (the Junkers), as an interested party, sided with the rural 
crafts settled on their estates and influenced the Imperial government 
accordingly. Initially, the Habsburg authorities also supported the rural 
industrialists against the complaints of the urban guilds. After some 
time, however, they had second thoughts and attempted to save the 
corporate system from complete collapse. By then, however, the eco- 
nomic forces aided and abetted by the power of the aristocratic land- 
owners made such attempts quite futile.® 

In the struggle waged between resident and foreign traders over the 
continuance of existing trading privileges, the lords once again sided 
with those disruptive of the old order; these were the English and 
Dutch merchants who were the principal customers of the Junker’s 
feudal stores. This commercial alliance, of local landowner and foreign 


3John Horner, The Linen Trade of Europe during the Spinning Wheel Period (Belfast: 
McCaw, Stevenson and Orr Ltd., 1920), p. 389. 

4 Gustav Croon, “Zunftzwang und Industrie im Kreise Reichenbach,” Zeitschrift des Vereins 
ftir Geschichte und Alterthum Schlesiens, 43 (1909), 104. 

5 Hermann Aubin, “Die Anfange der grossen schlesischen Leinenweberei und-handlung,” 
Vierteljahrschrift fiir Sozial-und Wirtschaftsgeschichte, XXXV (1942), 169-70. 

6 G. Croon, ‘“‘Zunftzwang und Industrie,” p. 106-10. 
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merchant, so important from the very inception of the Silesian linen 
industry, was thus continually strengthened. In 1601 the local traders 
complained to the authorities that the Dutch and English competitors 
were undermining their traditional privileges and thus their very 
existence. The lords, bribed by the foreigners, promptly submitted a 
counter petition opposing monopoly rights and extolling the benefits, 
including the higher sales prices received for their products, accruing 
to the area from the activities of the foreign traders and from the 
expansion of free trade. 

Given these circumstances surrounding their origins and early his- 
tory, the Silesian linen trades reflected, in many ways, a classic pattern 
of colonial penetration. Compradores allied themselves with the local 
rulers in order to open up a territory and together the two groups 
mobilized underemployed resources for the so-called “vent of surplus.” ® 

Industrial growth continued unabated during the early decades of 
the 17th century. The weavers in the countryside already numbered 
in the thousands, and urban artisans were supposedly leaving the cities 
to settle in the rural areas where the conditions for expansion seemed 
more propitious. The prosperity prevailing in the textile centers re- 
flected the continuous expansion of linen exports. Even the destruction 
and devastation of the Thirty Years’ War interrupted only temporarily 
the advance of the industry, secure in its rural setting. The post-war 
period enhanced this resilience by increasing the supply of available 
labor. Thousands of Czech and Moravian Protestants, driven from 
their homes by the Counter-Reformation, fled into Silesia. Without 
means or property, these refugees were as happy to turn to spinning 
and weaving as the lords were eager to settle them on their estates in 
order to enlarge their sources of feudal revenue.’ 

This industrial labor force was also augmented by native hands. 
Since the lords preferred to enlarge their own demesne by enclosure 
rather than by reconstructing the holdings destroyed by the war, many 
a peasant was reduced to a landless proletarian. At best he became a 
cotter who was compelled to eke out his existence by spinning and 
weaving.’® This development in turn led to a reduction in labor costs 





TElizabeth Zimmermann, “Der schlesische Garn-und Leinenhandel im 16. und 17. Jahr- 
hundert,” Economisch-Historisch Jaarboek-Bijdragen tot de economische geschiedenis van 
Nederland, 26 (1956), 208-13 and 247-52. 

8 Hla Myint, “The ‘Classical Theory’ of International Trade and The Underdeveloped Coun- 
tries,” Economic Journal, LXVIII (June 1958), 317-37. 

9E. Zimmermann, “Der schlesische Garn-und Leinenhandel,” p. 237. 

10H. Aubin, “Die Anfange der grossen schlesischen Leinenweberei,” pp. 162-63. 
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which constituted the basis for the success of local industry. Silesian 
linen remained unchallenged in world markets, and many historians 
claimed that the late 17th and early 18th century were the brightest 
periods of Silesian development. 

Apart from the Junkers, the linen merchants were the main benefi- 
ciaries of this expansion. They were able to gather the fruits of com- 
mercial progress, once they had come to terms with the foreign factors 
who had previously pressed them so hard. While traveling through 
Silesia early in the 18th century, a German Cameralist noted that in 
those mountain towns resided “very wealthy and distinguished mer- 
chants” who entertained commercial relations with all parts of the 
world.’ The comforts of the merchants contrasted almost as sharply 
as the luxuries of the lords with the miserable existence of the rural 
inhabitants.” 

Subjected to increasing pressure, the exasperated serf was driven to 
the verge of mutiny. This mounting social tension manifested itself in 
frequent refusals on the part of the peasants and cotters to meet their 
feudal obligations. On several occasions the disturbances erupted in 
violence and could only be put down by military force.’* These diff- 
culties, however, did not seem to interfere with industrial progress. 
Silesian linen continued to enjoy a favorable market in Holland, Eng- 
land, Spain, and their respective colonies.’* Thus the local lords could 
easily satisfy their desire for more serfs by increasing the number of 
weavers and spinners on their estates." Even the Austrian authorities 
came to acknowledge the importance of the linen manufacture for the 
regional economy and its advantage for the Imperial treasury.”® 

The feudal basis of the linen trades was not affected when Silesia 
became part of the Prussian kingdom in 1742. Frederick the Great 
pursued a policy of industrial encouragement which was but a contin- 
uation of the mercantilist practices initiated by the Austrian authorities. 


11 Paul Jacob Marperger, Schlesischer Kauffmann oder Ausftihrliche Beschreibung der Schle- 
sischen Commercien und deren jetzigen Zustandes. . . . (Breslau and Leipzig: Michael Hubert, 
1714), pp. 65-67. 

12 A, Zimmermann, Blithe und Verfall des Leinengewerbes, p. 60. 

13 For an account of these peasant revolts during the late 17th century see Stanislaw 
Michalkiewicz, “Einige Episoden aus der Geschichte der schlesischen Bauernkampfe im 17. 
und 18. Jahrhundert,” Beitrige zur Geschichte Schlesiens edited by Eva Maleczynska, German 
translation from the Polish (Berlin: Riitten and Loening, 1958), pp. 367-81. 

14 A, Zimmermann, Bliithe und Verfall des Leinengewerbes, p. 64. 

15 Richard Gottwald, Das alte Wiistewaltersdorf—Ein Beitrag zur Geschichte des Eulenge- 
birges (Berlin: Steinke und Rohricht, 1926), pp. 25-27. 

16 Regarding the special position enjoyed by the linen trades see G. Croon, “Zunftzwang und 
Industrie,” pp. 112-17. 
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Several hundred new colonies of foreign spinners and weavers were 
established."* Spinning for all rural youth became mandatory, and 
special schools were opened to teach the young facility with the 
spindle. Generally, new edicts and laws were promulgated by the 
Prussian government to assure an increase in the supply of linen with- 
out a deterioration in quality or a rise in price.’* Because these measures 
were to their advantage, the privileged merchants and the Junkers 
acclaimed Frederican policy with enthusiasm. The support of the lords 
was crucial, for without their active co-operation no royal program 
stood any chance of success.’® 

Taking advantage of the growth in world commerce during the 
second half of the 18th century, the lords and the King succeeded in 
their efforts at industrial expansion. According to the first census takers 
in Silesia, there were 19,810 looms in use in 1748. By 1790 the number 
of looms stood at 28,704, with more than 50,000 people working them.” 
Without doubt, the linen trades had become one of the decisive factors 
in the regional economy, and they were in large part responsible for 
encouraging the population increase which occurred during this period, 
(which was one million in 1741 and 1,747,000 in 1791).”” 

A shift in location accompanied the expansion of the linen trades. 
The use of timber as fuel for the bleaching of raw linen led to a de- 
forestation in the original centers of manufacture and therefore com- 
pelled the industry to move into the mountains where wood was still 
at hand.” This industrial relocation was a boon to the lords who owned 
the scraggy land at the foot of the “Giant Mountains.” Unlike else- 
where, many a landlord of hilly land carried on no agriculture charac- 
teristic of the feudal estate. Instead he lived off the sale of timber and 
from the dues and rents which the industrial population, settled on 
this estate, owed him. A serf-weaver had to pay a fee for carrying on 
his trade, the Weberzins. He paid a further sum as.a commutation for 





17 200 new villages were founded and 13,000 foreigners were brought into the Province. 
Johann Friedrich Zéllner, Briefe tiber Schlesien, Krakau, Wieliczka und die Graftschaft Glatz 
(Berlin: Friedrich Maurer, 1793), II, 389. 

18]. Horner, The Linen Trade of Europe, pp. 393-95 and A. Zimmermann, Bliithe und 
Verfall des Leinengewerbes, pp. 75-90. 

19 Johannes Ziekursch, Beitriige zur Charakteristik der preussischen Verwaltungsbeamten in 
Schlesien bis zum Untergange des friderizianischen Staates—Darstellungen und Queilen zur 
schlesischen Geschichte (Breslau: E. Wohlfarth, 1907), IV, 3-12. 

20 Curt Frahne, Die Textilindustrie im Wirtschaftsleben Schlesiens—Thre wirtschaftlichen und 
technischen Grundlagen, historisch-dkonomische Gestaltung und gegenwartige Bedeutung 
(Tiibingen: H. Laupp, 1905), p. 94. 

21J. F. Zéllner, Briefe tiber Schlesien, Il, 387-88. 

22 This movement was already noted by P. J. Marperger, Schlesischer Kauffmann, p. 65, early 
in the 18th century. 
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the labor services to be rendered and for having his children, needed 
as ancillary labor, exempt from having to do service in the house and 
on the land of the lord. On marriage, on death, when selling the 
inventory of his holding, and when removing himself from the do- 
main, the serf was obligated to pay more.”* 

As long as industrial conditions were propitious, this feudal burden 
may have been bearable. However, despite industrial expansion, the 
second half of the 18th century was fraught with difficulties. The 
frontier changes following the incorporation of Silesia into Prussia 
tore asunder a delicate network of economic interdependence.” At the 
same time, English cotton fabrics made their appearance. As a ma- 
terial, cotton was popular and well suited for a tropical climate. It 
consequently came to encroach upon those spheres, especially as gar- 
ments for the slaves on colonial plantations, which hitherto had been 
the exclusive preserve of linen.” Moreover there developed in Northern 
Ireland and Scotland, under the auspicious circumstances of a free 
economy, a linen industry which was to offer serious competition to 
Silesian exports.” 

At home in Silesia conditions became equally pressing. The popula- 
tion increase and the extension of the industry had enhanced the world 
rise in the prices of foodstuffs and industrial raw materials far above 
the increase in the price of linen. In the absence of any technical im- 
provements, such a “scissor movement” was to hit the weaver hard.” 
Consequently, weavers and serfs became ever more discontented with 
the growing pressures exerted upon them by the lords. Throughout 
the 1770’s and 1780's, frequent -peasant revolts occurred. When the 
message of 1789 spread through Europe, Silesia did not remain immune. 
Apart from the weavers who rioted in the Spring of 1793, the peasants 
and the city journeymen also rose in revolt.”® 


23 Johannes Ziekursch, Hundert Jahre schlesischer Agrargeschichte—vom Hubertusburger 
Frieden bis zum Abschluss der Bauernbefreiung—Darstellungen und Quellen zur schlesischen 
Geschichte (Breslau: F. Hirt, 1915), XX, 109 ff. 

24 von Kléber, Von Schlesien vor und seit dem Jahre MDCCXXXX (Freiburg: n.p., 1785), 
p. 228. 

25 J. Horner, The Linen Trade of Europe, ch. xxvii. 

26 Alexander J. Warden, The Linen Trade Ancient and Modern (2nd ed. London: Longman, 
Green, Longman, Robert and Green, 1867), pp. 436 ff. 

27 Hermann Fechner, Wirtschaftsgeschichte der preussischen Provinz Schlesien in der Zeit 
threr provinziellen Selbstindigkeit 1741-1806 (Breslau: S. Schottlaender, 1907), pp. 537-38 and 
pp. 700-1. : 

28 For an account of the circumstances leading up to the weavers’ revolt in 1793 see the 
important study by the Soviet historian S. B. Kan, Dwa wosstanija silezskich thaczej (Two 
Revolts of the Silesian Weavers) (Moscow and Leningrad: Izdatelstvo Akademii Nauk, 1948). 
Here the Czech translation is used. (Prague: Rovnost, 1952), pp. 95-107. 
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During the 1790’s conditions in world markets further aggravated 
the economic and social situation. The increase in exports, because of 
the inflation, was more apparent than real. The perverse relative price 
movements left no margins for absorbing a temporary setback, such 
as occurred in 1798 when sea warfare paralyzed the linen trade. The 
sombre government reports provided a detailed account of the difficul- 
ties suffered by the industry because of the disturbances of war.” 

The subsequent return to peace offered no improvements. Severance 
from traditional markets had only hastened the decline of the linen 
and linen yarn manufacture at the expense of the Irish competition.” 
The rise in food prices during the first decade of the 19th century 
aggravated the situation as the weavers and spinners had to buy most 
of their food in the market. Only the timely appearance of the potato 
staved off what otherwise might have been a famine of major propor- 
tions. The spinners in particular were condemned to utter destitution 
in view of the competition of English and Scottish mechanized spin- 
ning mills. By the 1820’s the export market in this branch of the 
business had come to a complete standstill, and English merchants 
were heard to comment that Silesian yarn had become “unsaleable.” * 
Even the export of linen had declined considerably. During the 1830's 
and 1840’s the linen exports from Silesian towns, once flourishing 
centers of this industry, dwindled to almost nothing. At the same time 
the woolen trades faced a similar decline and offered no alternative 
sphere of employment.” Thus the misery of the local population in- 
creased, and during the famine years of the 1840’s thousands of these 
spinners died from hunger.** 

Only the cotton trades enjoyed a secular expansion. In 1830 a local 
magistrate observed that the linen manufacture was being supplanted 
by the cotton industry. A census of 1849 showed that in Silesia the 
ratio of linen weavers to cotton weavers was 7:12, while the number of 
cotton looms plied on a full time basis was double that of those weaving 





29 C. Griinhagen ed., ‘““Monatsberichte des Ministers von Hoym tiber den Schlesischen Handel,” 
Zeitschrift des Vereins fiir Geschichte und Alterthum Schlesiens, 28 (1894), 346-407. Regard- 
ing the detrimental effects of the Continental System, see the report of State Secretary Kunth in 
Friedrich and Paul Goldschmidt, Das Leben des Staatsrath Kunth (2nd ed. Berlin: Julius 
Springer, 1888), p. 190. 

30 Gustav von Giilich, Geschichtliche Darstellung des Handels, der Gewerbe und des Acker- 
baus (Jena: Friedrich Fromann, 1830), II, 480. 

31 G. v. Giilich, Geschichtliche Darstellung, Il, 413 and 489. 

32C. Frahne, Die Textilindustrie, p. 121 and pp. 195-96. 

33 Gustav Schmoller, Zur Geschichte der deutschen Kleingewerbe im 19. Jahrhundert (Halle: 
Buchhandlung des Waisenhauses, 1870), p. 21 and p. 464. 





A Comparative Study in Industrialization 549 





linen.** Nevertheless, the expanding cotton industry was not spared 
its full share of difficulties. Though the principal outlets were within 
Germany, English products offered serious competition, especially 
throughout the deflationary decades following the end of the Napole- 
onic Wars. Not even the 1818 tariff and the Zollverein of 1834 proved 
to be unmixed blessings as Saxon and Rhineland products were able to 
increase their competitive pressures.” 

The Silesian cotton industry could continue to hold its own only 
by paying low wages to its work force, particularly the weavers. Coming 
out of the declining linen and woolen trades, the weavers offered 
themselves to cotton mill operators in relatively large numbers, a 
circumstance the merchant-manufacturers dominating the industry 
were not loathe to exploit. The workers in turn were rendered increas- 
ingly desperate by this misery and came to vent their wrath upon those 
who seemed to them responsible for this distress.** In 1844 the weavers 
of two cotton centers attacked the most hated local cotton manufac- 
turers as well as their factors, and destroyed their plant and inventory. 
The rioting quickly spread throughout the textile districts of Silesia. 
Eventually, the brute force of the military established the supremacy 
of the law.*” 

Furthermore, the textile workers continued to be oppressed by feudal 
obligations. The all pervasiveness of feudal dominance had remained 
unimpaired despite the Stein-Hardenberg Reforms (1807-1812), since 
the lords had been able to shape the new “freedoms” in such a way 
as to strengthen their social and economic preeminence.” Thus one 
might say that in the Prussia of the first half of the roth century feudal- 
ism had not been abolished, but only modernized. Under one pretext 
or another feudal tribute continued to be levied from the local popula- 
tion right up to 1850.*° 

Even the state taxes paid by the rural inhabitants were high in view 
of the almost total exemption from all taxation of the aristocracy. 


34C, Frahne, Die Textilindustrie, p. 156. ' 

35 Freiherr Friedrich Wilhelm von Reden, Erwerbs-und Verkehrsstatistik des Konigsstaats 
Preussen (Darmstadt: G. Junkhans, 1853), I, 590-95. 

36S. B. Kan, Two Revolts, pp. 231-32. 

37 The most interesting contemporary account of this famous revolt was given by Wilhelm 
Wolff in Das Elend und der Aufruhr in Schlesien-Gesammelte Schriften ed. by Franz Mehring 
(Berlin: Vorwarts, 1909). Also see S. B. Kan, Two Revolts, pp. 273-99. 

38 Alexander Schneer, Uber die Noth der Leinenarbeiter in Schlesien und die Mittel ihr 
abzuhelfen (Berlin: Veit and Co., 1844), pp. 73-76. 

39 Victor Loewe, “Zur Geschichte des hausindustriellen Leinengewerbes in Schlesien, Der 
Weberzins,” Zeitschrift des Vereins fiir Geschichte und Alterthum Schlesiens, 59 (1925), 100. 
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According to contemporary reports, the pauperized weaver cotter paid, 
throughout the 1830’s and 1840's, in the form of dues, tithes, and taxes, 
no less than one third of his annual income.” This is why the Silesians 
were among the first in the German lands to submerge themselves in 
the revolutionary tide of 1848. Once again the weavers stood in the 
forefront of violent action. In this instance, unlike 1844, they directed 
their anger against the feudal system and the lords who were taking 
from them what little the manufacturer may have left them.** 

Capital accumulation within the industrial sector was most adversely 
affected by these feudal pressures. The potential drives of the craftsmen 
were stifled. Burdened by feudal tributes and heavy taxes, they were 
unable to accumulate those first few pennies that might have sparked 
their entrepreneurial initiative and turned them into innovators within 
their trade. More important, the extra-economic pressures characteristic 
of a feudal society inhibited changes in the investment flow and thereby 
prevented steady industrial progress. The specific nature of these pres- 
sures became most apparent during the depression at the end of the 
Seven Years’ War in 1763. At that time the price of estates had col- 
lapsed, and the fabric of feudal society seemed in jeopardy. Many lords 
were reduced to ruin, having borrowed excessively in order to partake 
in the speculative mania of the preceeding land boom.” In their desper- 
ation the Silesian lords appealed to Frederick the Great. They pleaded, 
though the claim was most dubious, that the ravages of war had been 
responsible for their plight. The King heard them with sympathy and 
granted them their principal demand, the establishment of a land 
mortgage bank, the so-called Landschaft, meant to restore the lords’ 
credit standing and channel the flow of capital once more in their 
direction.** 

To achieve its purpose and raise the relative profitability of the 
feudal estate against the competing alternatives of industry and trade, 
the new credit institution was endowed with privileges typical of the 
pressures imposed upon the market forces within this setting. For one, 

40 A. Schneer, Uber die Noth der Leinenarbeiter, p. 73 and Wilhelm Wolff's pamphlet Die 
Schlesische Milliarde (Hiittingen-Ziirich: Volksbuchhandlung, 1886). 

41 Franz Viktor Griinfeld, Streiks in der Schlesischen Leinen und-Baumwollindustrie—Ein 


sozialhistorischer Beitrag zur Geschichte des schlesischen Weberelends (Greifswald: J. Abel, 
1920), pp. 70-75. 
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the Junkers alone could partake of the facilities of this credit scheme, 
thus assuring them of monopsony in the capital market. Secondly, to 
reduce risks and enhance the attractiveness of the Landschaft as an 
investment outlet to the potential lender, particularly the local bour- 
geois, the landed estates, grouped within the Landschaft collectively, 
were to serve as security for all loans. The general acceptability of these 
mortgages was thus assured, and they circulated, in addition to cash, as 
part of the existing money supply. Given these advantages, the new 
credit institution easily gathered, on behalf of the Junkers, most availa- 
ble funds in the area and thereby contributed to the subsequent rise 
in land values.** In view of the cumulative increase in the supply of 
capital offering itself to the Landschaft, the existing mortgages enjoyed 
a steady capital appreciation. This in turn meant that the rate at which 
the Junkers were borrowing declined throughout this period from 6 
per cent in 1769 to 4 per cent in 1791."° 

The same non-economic pressures were evident in the labor market. 
On the one hand the ever increasing exploitation of the serfs was part 
of the over-all efforts to maintain and even raise the profitability of 
feudal agriculture. On the other, the system of compulsion imposed 
by the Junkers and privileged merchants upon the serfs, in their 
capacity as weavers and spinners, caused the supply conditions of labor 
to be very much akin to those in the model of a colonial labor market 
elaborated by Hla Myint in his recent essay.*° In this instance the 
existing industrial structure, based on cheap labor and in no way re- 
flecting “real costs,” was rendered a permanent and nearly unalterable 
feature of the linen trades.** Moreover, the authorities opposed all 
improvements since the Junkers feared that labor saving devices would 
cause unemployment among their serfs. Capital to pioneer innovations 
therefore did not flow into the industry as it might have done in a 
different setting. Adam Smith must have had a case of this nature in 
mind when he wrote “. . . Whatever obstructs the free circulation of 
labor from one employment to another, obstructs those of stock 
likewise. . .” 

Silesian industrial conditions, especially in the linen trades, were 
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aggravated by the continued drain of industrial and mercantile capital 
into agriculture. As soon as a merchant accumulated some capital, he 
invested it in mortgages of the Landschaft. If, however, the merchant 
became rich, as some of the privileged traders did during the 18th 
century, they purchased landed estates outright. Such a propensity was 
understandable considering the character of Silesian society. The rich 
merchants sought emancipation from their serf status through elevation 
into the circle of the elite.“* But apart from social and political con- 
siderations, sound economic reasons prompted the merchants to invest 
in land. For the Junker estate, endowed with privileges, remained the 
most profitable investment outlet throughout the second half of the 
18th century. 

Frederick the Great was included among the vociferous critics of 
this investment flow. Yet he did nothing, and probably could do 
nothing, to alter the institutional setting which was responsible for this 
investment flow. When criticizing Brentano for his hypothesis regard- 
ing the deterrents of feudalism and Frederican policy upon the linen 
trades, Sombart argued that investment possibilities in linen towards 
the end of the 18th century were poor, and therefore could not have 
attracted new savings.*® Indeed, the relative profitability of the linen 
trades must have been low, but not, as Sombart suggested, because of 
an inadequate resource pattern nor because technical improvements 
were unavailable at the time for innovation. Rather, the linen trades 
remained starved of capital because of the peculiar laws and customs 
prevailing in Silesian industry. 

Unlike in the cotton trades, the general absence of a Verlag system 
in the Silesian linen trades was an index of the industry’s anemic con- 
dition. Even as late as the 1820's the Kaufsystem, the original systein of 
production, was very much in evidence.” By then this form of economic 
organization, based on the independence of those working in the trade, 
seemed rather primitive and inefficient. 

The best contemporary account of this system written in English 
came from the pen of John Quincy Adams who toured Silesia in 1801 
while United States Minister to the Prussian Court. At first Adams 
noted with great satisfaction the absence of “extensive manufacture.” 
But his enthusiasm for Silesian industry waned once he realized the 


48 L. Brentano, ‘Ueber den Einfluss der Grundherrlichkeit,” p. 310. 

49 W. Sombart, “Zur neueren Litteratur tiber Hausindustrie,” Jahrbtisher fiir Nationalékonomie 
und Statistik, III Series VI (1893), 756-66. 

50 F. and P. Goldschmidt, Staatsrath Kunth, pp. 202-3. 





A Comparative Study in Industrialization 553 





wretchedness of the working population associated with it.’ For the 
Kaufsystem had become, in the last decades of the 18th century, the 
worst of all possible worlds. As independent producers, the weavers, 
had to bear risks of market fluctuations which they were in no way 
capable of assuming. 

At the same time the Frederican legislation regulating the linen 
trades reinforced the monopsony power of the privileged merchants, 
while the growing wealth of the yarn jobbers gave them a pre-eminent 
position in the raw material market. Since the poor weaver usually 
bought his yarn on credit, and ai usurous interest rates, he had to 
accept whatever yarn he was given, even if it was short of the requisite 
reels. Oppressed as a borrower and defrauded as a buyer and seller, it 
was not surprising that the weaver resorted to defraudation and adulter- 
ation of the product. These abuses progressively expanded to all stages 
of production, however strict the rules against them.” Overseas cus- 
tomers complained more vocally of faulty production. As early as the 
1780's, a contemporary observer noted that the new Irish linen trades, 
developing in freedom, could produce a material of superior quality.” 

The impact of the past upon Silesian industrialization appeared 
clearly in a report published in 1850 by a Commission set up by the 
Prussian Diet to investigate the causes of the distress in the German 
linen trades. While the report of this Commission, also meant to sug- 
gest ways for improvement, revealed little that was startling,” it offered 
some interesting insights on the relative degree of industrial develop- 
ment in Germany and England. Despite high transportation costs, the 
Commission found that imported English linen yarn was almost 10 
per cent cheaper than the same yarn produced in Breslau. The investiga- 
tion also revealed that costs in general were much higher in Germany 
than in England. The costs of constructing a linen yarn spinning mill 
were 40 per cent higher and the differential in operating costs almost 
20 per cent. 

The reasons for this disparity were varied: 1. The higher cost of iron 
in Germany; 2. Higher coal costs (in a Silesian spinning mill these 
costs were 244 times greater than in England); 3. The greater price of 
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capital (4 per cent in England and 6 per cent in Germany); 4. Installa- 
tion and initial utilization of the machinery was more costly in Ger- 
many because skilled mechanics and operatives were lacking; 5. Higher 
costs of steam engines, the cost per horse power being £30 in England 
and £45 in Germany; 6. Other factory equipment, such as water pipes, 
belts, cans, lamps and the like, were 20 per cent more expensive. The 
Commission commented upon those differences with Marshallian in- 
sight: “In England the procurement of all factory equipment is cheaper 
because of the lower costs of the basic constituent, iron. Also, in Eng- 
land almost every individual piece of equipment is manufactured in 
large and specialized factories, close to the spinning mills, in a faultless 
and inexpensive manner.” 

Given these conditions, it was not surprising that the statistician 
Freiherr von Reden during the 1850’s found local capitalists unwilling 
to set up modern textile mills."° Bad transportation, the absence of 
social overheads, the almost total lack of supporting industry, which 
Scitovsky refers to as the “pecuniary external economies,” rendered the 
marginal efhiciency of investment in the textile sector very low, a state 
of affairs not untypical of an underdeveloped area.*® 

In many ways the Silesian linen trades corroborate the contention of 
a Japanese historian that domestic industry was not always, as might 
be generalized from the English case, an agent of progress; rather, 
where domestic trades have been appendices of the feudal order they 
have had the opposite effect.* 


Il 


Rhineland society, in contrast to Silesian, was not subject to such 
stresses and strains. Advantageously situated at the crossroads of 
European trade, it had enjoyed since early medieval times an entrepot 
trade that prompted local industry and commercial endeavor. This was 
particularly so because the Rhine river and an extensive network of 
roads linked the Rhineland with the contiguous Netherland economy, 
where in the 16th and 17th centuries the emerging forces of capitalism 
manifested their greatest vitality.°* The specific gains of this geographic 
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propinquity were: firstly, the integration of Rhineland industry, by 
way of the Dutch ports, into the most buoyant part of the world 
economy; secondly, mobility of labor, capital and entrepreneurship 
across political borders, enhancing the movement of goods and services; 
thirdly, absorption of Dutch and Belgian techniques, which gave 
Rhineland industry a dynamic all its own.” 

The political fragmentation of the Rhineland economy was equally 
propitious for its economic advance. The various small states that 
dotted its political map were unable to press measures of forced 
industrialization as practiced in the larger political entities. This was 
all to the good, since the majority of these mercantilist schemes proved 
to be abortive and led to a misallocation of resources. The most any 
of those petty Rhineland potentates could do was to create an environ- 
ment of freedom and tolerance so as to rouse dormant initiative and, 
above all, attract from the outside experienced entrepreneurs and 
competent workmen.” 

Benefitting from the favorable circumstances, the Rhineland escaped 
the depression that had set in before the Thirty Years’ War and con- 
tinued to plague most regions in Germany. Towns in this area expanded 
and prospered. The structure of Rhineland agriculture equally reflected 
the development of a money economy as it shifted from self sufficiency 
to production for a market. Beginning with the 15th century, feudal 
bonds, were thus progressively weakened as manorial estates were re- 
duced in size and tenant holdings consolidated and enlarged at their 
expense.” These changes in agricultural organization in turn provided 
the basis for the emergence of a prosperous class of tenants, relatively 
independent and forever jealous of their rights. This is a social phen- 
omenon of some significance, for these tenants proved to be not only 
agents of agricultural progress but the nuclei of rural capital accumu- 
lation as well. This was particularly the case once the industrial center 
of gravity was to shift from the old urban centers, hemmed in by guild 
restrictions and other kinds of monopoly, to the more liberal environ- 
ment of the countryside.” 

This then was the unique feature of the Rhineland at the end of the 
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17th century: while in the rest of Germany the feudal system was being 
strengthened, here it increasingly disappeared. As a result, during the 
18th and rgth centuries, the course of economic progress of the Rhine- 
land, seemed more akin to the pattern of English and West European 
development than to the type of economic growth that was to be 
observed in most other parts of Germany.” 

Towards the end of the 18th century the textile districts of this 
region were hives of industrial endeavor. In Crefeld a thriving silk 
industry had taken root. Drawing upon the labor of the underem- 
ployed linen weavers in the vicinity, it was able to keep costs low and 
thus could successfully compete in foreign markets. The von der Leyen, 
the founders of this local industry, were by far the richest people of 
this region. Employing by 1790 more than 3000 workers, many of 
them residing in outlying districts, the von der Leyen produced %4 
million thalers worth of goods, accounting for go per cent of Crefeld’s 
total output. “This place,” wrote Wilhelm von Humboldt, “gives 
an impression totally different from all other towns in Westphalia and 
from most other towns in Germany,” © while the Comte de Mirabeau 
observed that “. . . it is precisely because they are unencumbered and 
left to run along natural lines . . . these factories enjoy continuous 
prosperity.” © 

Industrial progress in the Duchy of Berg, centering upon the Wupper 
Valley towns of Elberfeld and Barmen, was even more impressive. 
Although they originally specialized in the manufacture of linens, the 
local industrialists branched out into the production of silks and cot- 
tons. The Duchy’s increase in population from about 140,000 in 1730 
to 260,000 in 1792 reflected this economic expansion. Where a hundred 
years before, according to contemporaries, had been hamlets and 
peasant holdings, there now stood densely populated areas. “Shacks 
and dilapidated houses were torn down and palaces created in their 
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places.” The Wupper Valley merchants were very wealthy, some of 
them being reputed to be millionaires.® 

In the 25 years following the Seven Years’ War, some localities in 
this area experienced a 50 per cent increase in the volume of manufac- 
ture. By 1790 the Berg textile trades claimed some 30,000 workers 
whose rising wages prompted Wupper Valley merchants to “put out” 
the manufacture of cruder fabrics into ever more distant districts. This 
is how, in the period 1770-1790, cotton production was introduced into 
the Gladbach-Rheydt district. 

While Aachen’s woolen trades, impeded by guild restrictions, did 
not share in the secular expansion, the townships of the surrounding 
countryside fully enjoyed the advantages of the Rhineland environ- 
ment. The rise of the Montjoie fine cloth industry, utilizing the labor 
of the resident artisans who had been producing coarse cloth for a 
local market, was quite typical of industrial developments in the 
Aachen district. Founded by Bernard Scheibler, a Protestant immi- 
grant, this fine cloth achieved great renown in foreign markets during 
the 18th century. In 1787 annual production stood at 144 million 
thalers, a larger output than the sum total of all production in the other 
cloth manufacturing centers of the Duchies of Jiilich and Berg. At 
the time the Scheiblers were reputed to possess assets valued at 680,000 
thalers. In the Lower Rhine region only the von der Leyen were said 
to be wealthier. When asked to account for Montjoie’s success, Scheibler 
stressed freedom from guild restrictions as the mainspring of local 
progress.”° 

On the eve of the French Revolution the Lower Rhine textile trades 
had become an integral part of the “Atlantic Economy” and fully 
shared the benefits of its buoyancy. Low costs of production, making it 
possible to meet the challenge of foreign competition, assured the 
industries of the region this favorable position. This was essentially due 
to a loose social structure which the Rhineland textile manufacturers 
could easily adapt to their needs in order to exhaust the existing poten- 
tial of a cheap and plentiful labor supply.” 
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During the period of the Revolutionary Wars the unique and distinct 
lines of Rhineland development, in contrast to those of the other Ger- 
man lands, were further accentuated as large parts of this region were 
incorporated into France and thereby brought under its reformed 
system of government. French occupation policy in the Rhineland was 
by no means uniform in its effects upon all the various districts. Nor 
was this vacillating policy always consistent with the best interests of 
this region. But once these qualifications have been made, it can safely 
be said that French domination proved, in its long-run effects, a true 
blessing.” 

By sweeping away the last vestiges of feudalism, French administra- 
tive zeal helped to accelerate the pace of economic progress. On the 
land the peasant’s property rights and his general condition were im- 
proved as monastic estates were broken up and the sale and inheritance 
of land freed from all limitations. In the towns, guild and monopoly 
restrictions were declared null and void. All were proclaimed equal 
before the law, and the jury system was made the cornerstone of justice. 
Legislation pertaining to joint stock companies and the regulation of 
industrial regulations clearly strengthened the position of the entre- 
preneurial class. Finally, Chambers of Commerce and Industry, as 
established by the French authorities, gave the merchants and manu- 
facturers means for active participation in public affairs commensurate 
with their rising importance.” Friedrich Engels, who, as a native of 
the area, was well acquainted with local conditions, once remarked 
that “the Rhineland was ahead of the remaining German lands, revolu- 
tionized by the French, because of its industry, and ahead of the other 
German industrial districts (Saxony and Silesia) because of its French 
revolution.” “ 

Within the economic sphere proper, incorporation of its industry 
into the French market gave the Rhineland economy, including the 
Duchy of Berg before 1807, a special and prompt impetus. This was 
particularly true of the Imperial city of Aachen. Freed from the noxious 
guild restrictions that so far had held back its advance, the Aachen 
woolen industry enjoyed its close ties to the buoyant Paris market. New 
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techniques, including mechanized spinning mills of the English type, 
were introduced. Between 1784 and 1806, the number of employed 
within this textile sphere increased from 3000 to 6000." 

Rates of growth that were almost as impressive were evident in the 
vicinity of Aachen. There, between 1800 and 1811, several woolen textile 
centers almost doubled their population: The same demographic pat- 
tern manifested itself in Crefeld, reflecting the town’s expanding silk 
manufacture.”® During the same period the increase in the Berg area 
exports was staggering. In the Wupper Valley and its surrounding 
villages more than 30,000 people worked in the textile industries, and 
Joachim Murat, whom Napoleon had made Grand Duke of the Duchy 
of Berg, boasted of his new principality that “l’industrie dans mon petit 
pays est semblable a celle de L’Angleterre.” ” Also, the tendency of 
concentrating the cotton trades in the Gladbach-Rheydt area was ac- 
celerated. Between 1802-1803 and 1812 the population of Gladbach 
increased from 2304 to 6932, that of Rheydt, between 1794 and 1814, 
from 277 to 3555." 

This rapid industrial expansion came to an abrupt halt with the 
coming of peace. The post-war period brought havoc in the Rhineland 
textile districts as the various branches of manufacture very suddenly 
lost their main customers in the territory of the former Napoleonic 
Empire. English competition and the post-war depression aggravated 
the plight. The Aachen woolen trades were especially hard hit, having 
been cut off from the Paris market upon which they had so over- 
whelmingly relied. Similarly, the industries of Crefeld and the Wupper 
Valley suffered from the difficulties plaguing the world economy at 
that time.” 

However, many an observer of the contemporary scene stressed not 
the problems facing the Rhineland economy but the intensity of local 
industrialization and its resilience. “The richest and most remarkable 
of all the countries in the Rhineland with respect to its industrial 
activity,” was the reaction of one visitor to the Wupper Valley. Another 
writer, who showed the obliviousness to the needs of the working 
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people that was characteristic of the educated during this period, was 
impressed “by the beehive like activity where children from five to 
six years of age already earn a living.” *’ Even the studies of such 
authorities as the Statistician Viebahn and State Secretary Kunth 
conveyed the same general impression of industrial vigor.” 

Indeed, the rapidity with which the various textile trades subse- 
quently adapted themselves to a Prussian government by no means 
friendly towards industrial endeavor and to a world economy of high 
tariffs was a tribute not only to the ability of its inhabitants but also 
to the propitious social framework which elicited such responses. In 
the Berg area, for example, the manufacture of linen fabrics, which 
for some time had been a declining industry, disappeared completely. 
Instead the manufacture of linen ribbons, lace, and cords was not only 
combined but greatly expanded. Despite its protectionist policy France 
soon became once more one of the Wupper Valley’s principal cus- 
tomers.” In the same way, Crefeld’s silk producers turned to those 
silken fabrics, silk ribbons and velvet in which they enjoyed the 
greatest comparative advantage. Even the Aachen woolen trades that 
had been so closely tied to the French, particularly the Paris market, 
turned from their traditional products, woolen cloth and cashmere, to 
a lighter material with a pattern weave which was in great demand 
by overseas customers.*® 

While the cotton spinning mills, which had been established on the 
most questionable foundations during the period of the Continental 
System, collapsed with the return of peace-time conditions, the situa- 
tion in the cotton weaving sector was by no means as serious. The 
partial loss of the French market was quickly offset by production for 
German, European, and even American customers. By 1826-1828 the 
Gladbach district employed 10,000 workers using 6000 cotton looms. 
The rise in population clearly revealed its industrial expansion. Between 
1803 and 1834 the number of inhabitants in Gladbach increased from 
2304 to 8034, the corresponding figures for Rheydt being 2753 and 
5069." 
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Slowly but surely the technical innovations already in use in England 
and neighboring Belgium were being absorbed by Rhineland industry. 
The increasing importance of the American market as a customer for 
the Rhineland textile wares, particularly marked since the 1830's, ac- 
celerated this trend.” The rapidly expanding American market pro- 
vided the larger manufacturers with the opportunities of reaping huge 
profits with which to finance the construction of large establishments 
and the introduction of up-to-date techniques.” 

In the Aachen of the 1830’s and 1840’s a high degree of concentration 
became a prominent feature of the local woolen trade.*” The average 
size of the cloth mill continued to grow as the ancillary branches of 
manufacture were being integrated into the production process of the 
new cloth spinning mills whose tall chimneys came to dominate the 
landscape as much as the local economy.** Technical innovations were 
equally forthcoming in the Gladbach cotton industry as the newly 
opened railways widened the market and reduced the costs of raw 
material imports, particularly fuel. By the late 1840’s this district pos- 
sessed 16 cotton mills, three of which were steam driven. At the same 
time, large cotton mills were being set up in the Berg area. This tend- 
ency towards mechanization was indispensable; without it the Rhine- 
land cotton trades would have been unable to survive-“. . . the com- 
petitive struggle waged against them,” as Marx put it with reference 
to the older European nations, “by the English both on the home as 
well as on the world market.” * 

A positive response to many challenges remained a characteristic of 
the Rhineland textile industry. When, upon the formation of the 
Zollverein, Saxon cottons came to press the products of Gladbach, the 
manufacturers in the latter area turned from the making of stripes and 
bedding to the manufacture of cotton materials for men’s coats, trousers, 
and vests.”” Prompted by similar considerations, the Elberfeld-Barmen 
manufacturers turned to the production of fashion articles, mostly imi- 
tations of French goods, for which in the next half century these 
Wupper Valley towns were to become famous.” Henceforth, the Rhine- 

85 Regarding the importance of the United States, see W. Schumacher, Entwicklung Jer 
bergischen Seidenindustrie, p. 29 and A. Thun, Die Industrie am Niederrhein und thre Arbeiter, 
Vol. Il, Sec. Il, p. 25. 

86 A. Thun, Die Industrie am Niederrhein und ihre Arbeiter, Vol. Ml, Sec. Il, p. 30. 

87 G,. Schmoller, Kleingewerbe, pp. 477-78. 

88 T. C. Banfield, Industry of the Rhine (London: Cox, 1848), II, 243-46. 

89 In a letter to P. V. Annjenkov on November 28, 1846. 

9¢ Werden und Wachsen, p. 36 and p. 90. 

91 Wolfgang Kéllmann, Entwicklung der Stadt Barmen von 1808 bis 1870 (Unpublished 
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land textile trades, including the silk industry of the Crefeld area, 
concentrated upon those goods requiring especially skilled labor in 
order to compete successfully against the cheap labor of Saxony and 
the more highly mechanized production of England.” Such resource- 
fulness in turn enabled the Rhineland manufacturers, particularly the 
larger ones, to overcome the serious though temporary difficulties cre- 
ated by the clepression of the 1840’s. 

Despite secular expansion, social conditions in the textile trades re- 
mained dismal throughout the first half of the 19th century, particu- 
larly in the period 1815-1850. In the crowded working class quarters 
of the industrial towns, filth, disease, and vice were rampant. Exposed 
to continuous pressures, the wage earners and artisans were the victims 
of all the malpractices well known to a period of incipient industriali- 
zation.” Yet it is not always appreciated that these abuses were part 
and parcel of the prevailing order. The very vitality and resilience of 
the Rhineland textile trades in large part depended upon their ability 
to utilize the human factor of production to an extent that was at times 
inconsistent with the maintenance of its long run supply. The entre- 
preneur took so “short run” a view of his principal factor of produc- 
tion not only because the emphasis on quick gain was typical of early 
periods of capitalist development, but also because he was assured of 
being able to tap seemingly inexhaustible, fresh labor supplies in the 
neighboring countryside. 

The brutal treatment which the workers suffered at the hands of 
their employers was to manifest itself in mounting class antagonism. 
Conflict not eschewing force loomed large in the sphere of industrial 
relations. This was to be fatal to the whole course of the 1848-1849 
Revolution in Germany, for the bourgeoisie that was destined to lead 
the struggle for a democratic state became quickly frightened by the 
menacing tone of the working class clamoring for social rights. The 
Rhineland merchants and industrialists in particular stood horrified by 
the forces that had been unleashed by the Revolution. Preoccupied 
with safeguarding their property, these large businessmen and manu- 
facturers became increasingly willing to come to terms with absolutist 
authorities which they were supposed to overthrow.” 
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When eventually autocracy triumphed and the Junkers and their 
army re-established law and order, the rich as well as the petty bour- 
geoisie once again felt sufficiently secure to pursue their commercial 
endeavors. From then on, the-middle class was “to postpone indefi- 
nitely” according to Hans Rosenberg, “any claims upon direct political 
power,” * and Marx wrote that henceforth “. . . the bourgeoisie was 
thrown back upon its own resources—commerce and industry. . . .”° 
The Junkers welcomed this trend, hoping that the bourgeoisie, with 
its energies absorbed in commercial ventures, would permanently be 
diverted from any interest in government. 

This attitude was to be further strengthened by Prussia’s post-revo- 
lutionary legislation favoring industrial development and those asso- 
ciated with it. The Junkers now were to encourage rather than oppose 
industrial growth because they came to appreciate that it was more 
expedient to harness these new forces for their own purpose than to 
oppose them indiscriminately. At the same time, German industriali- 
zation became increasingly important for their own agricultural in- 
terests. No longer able to compete in the English market, which so far 
had been the most important outlet for the products of their estates, 
against such products as Australian wool and North American wheat 
and timber,” the Junkers realized that the profitability of their future 
agricultural production depended upon a thriving and protected home 
market which industrial development alone could sustain and expand. 

This rapprochement and eventual alliance between the aristocratic 
estate owners of the East and the captains of trade and industry in the 
Western area was to be characteristic of subsequent German develop- 
ment. The new political conjuncture in turn strengthened, in most 
respects, the resilience of the German, particularly West German, 
economy.”* Accelerating the rate of regional industrialization, the vig- 
orous boom of the 1850’s once again testified that the Rhineland con- 
tinued to enjoy an environment that was most propitious for economic 
progress. 


95 Hans Rosenberg, Die Weltwirtschaftskrisis von 1857-1859—Supplement 30 of the Viertel- 
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IV 


By focussing upon such extreme cases of diverging development as 
the textile trades of Silesia and the Rhineland, this investigation pur- 
ports to stress the importance of the social setting upon economic prog- 
ress. How social institutions affect the economic process and how in 
turn they are affected by it, remains, in many respects as yet, an “empty 
economic box.” Nevertheless, this particular relationship stands at the 
center of economic history. Those of us who concern ourselves with 
problems of industrialization and the classical long run will have to 
continue to wrestle with this issue, and by doing so hope to shed further 
light upon these unresolved aspects of economic growth. 


Hersert Kiscw, Michigan State University 





Discussion 


MORRIS DAVID MORRIS: The papers by both Kisch and Krause 
stress the effects of variations in social structure on economic change and 
growth. For them, social structure becomes a significant aspect of economic 
history. This is no accident; comparative analysis invariably forces us to a 
consideration of institutional arrangements. Kisch proceeds directly to the 
relationship of social structure and economic dynamics. In his contrast of 
Silesia and the Rhineland he assumes rationality of the economic variety, 
and his analysis involves a direct confrontation of patterns of economic 
growth and stagnation by social structure and systems of vested interest. 
Krause comes to social structure less directly, by way of the demographic 
patterns. Moreover, Krause implicitly suggests that the value system of a 
socicty is a significant element in economic progress, a matter to which I 
will return later. 

After lying fallow for nearly a quarter century, the controversy associated 
with the population explosion of the Industrial Revolution came back to life 
with Professor Habakkuk’s 1953 essay. In this now burgeoning debate Dr. 
Krause has been an active participant and today’s paper is, for all its tenuous- 
ness, another stimulating contribution. He denies the existence of any general 
demographic law that relates to all industrializing society. He denies the 
existence of the general pattern of high birth and death rates for pre-indus- 
trial (agricultural) societies which, as industrialism begins, moves inevitably 
to a high birth rate and lower death rate (however the gap is achieved) and 
ultimately to a low birth and death rate system. However, Krause is not 
arguing that each society has its own demographic laws, thus making gen- 
eralization impossible. What he suggests is the existence of two major sys- 
tems of pre-industrial demographic behavior, the pattern of the pre-industrial 
West and that of currently underdeveloped areas. 

Unlike most current underdeveloped regions, pre-industrial European 
society seems not to have had high birth and death rates. Krause’s point here 
is that at some early stage in its career western Europe developed social prac- 
tices and demographic relationships consistent with a relatively high level 
of living. Although he does not suggest the period during which this trans- 
formation of demographic attitudes occurred, it is possible that it might have 
developed either as a result of the medieval shift from the two to three-field 
systems of agriculture or, perhaps more likely, during the course of the 
great crisis of the 14th and 15th centuries. Having established patterns of 
social behavior consistent with standards of life significantly above the bio- 
logical minimum, control of population historically has been achieved by 
variations in the age at which females married, the percentage of women in 
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each age group that did marry and by control of fertility in marriage. The 
wide variation in birthrates among Western regions suggests that economic 
factors—short-run and long-run access to income, wealth and opportunity 
(or what might be generalized as the demand for labor)—was the critical 
element in determining demographic variations among regions and in dif- 
ferent periods of time. 

Moreover, Krause suggests that demographic response during the pre- 
industrial phase of western society showed class characteristics. Age of mar- 
riage was inversely correlated with income and wealth; fertility of marriage 
was directly correlated. The poor married later, they had fewer children and 
—although Krause does not say specifcally—his reference to Rubin’s study 
of the Danish census of 1783 suggests that a smaller proportion of the poor 
married at all. 

The apparent paradox of the English birthrate rising to a peak of 42 per 
1000 in 1811-1820, a period of great economic difficulty, Krause associates 
with the growing employment opportunities in the expanding factory sys- 
tem, the effect of the poor laws and the breakdown of old values. With re- 
gard to this last point, it should be noted that demographers tend rather 
too freely to introduce the breakdown of old values as a cause of rising 
birthrates. Anthropologists have given us innumerable cases of societies 
which have virtually committed suicide as a result of the disruption of their 
cultures by western contact. In other words, we must be particularly cautious 
about the use of such an explanation which is, in fact, no explanation at all. 
As a result of some computations he has published elsewhere, Krause argues 
that the English birthrate started a steady decline from the second decade 
of the 19th century. This revision adds fuel to the interesting and important 
controversy about the standard of life 1800-1850, but at the moment the data 
are not available to give answers. I am not precisely clear as to Krause’s 
point, but I see two possible and entirely contradictory interpretations from 
his evidence of declining birthrate in the first half of the 19th century. 

If pre-industrial demographic behavior persisted, a declining birthrate 
should reflect the worsening standard of life during the first stage of the 
Industrial Revolution. Such an interpretation would strengthen the argu- 
ments of the Hammonds, Webbs, Cole, Hobsbawm, et al. Alternately, if the 
old demographic pattern was permanently shattered at the end of the 18th 
century by the extension of child labor in the factories and by the operation 
of the poor laws, the declining birthrate may reflect improvements in the 
standard of life during this critical period. (After all, T. S. Ashton has re- 
minded us that the great bulk of the labor force for the new factory system 
came from the very poorest portion of the population. The added employ- 
ment may in fact have raised the average level of income and wealth in the 
society as a whole.) 

If we can somehow date the long-run change in the demographic response 
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of the poor—the shift from having the smallest families to having the largest 
—and if we can get class-stratified birthrate data for the first half of the 
1gth century, we may have a way of settling the vexed issue of the standard 
of life in this period. Attempts to establish the answer by head-on efforts to 
get at wage and cost-of-living data have so far failed, and it is unlikely that 
sufficient new information will appear to make a solution along these lines 
possible. In his fashion, Krause has opened up a new possibility of coming 
to grips with the issue indirectly via the demographic response. If demog- 
raphers can do this, we will have an answer not only to a problem that is 
interesting in itself but we will have a contribution to the solution of the 
question of the relation of capital accumulation to economic development. 

Krause’s material, on the face of it, is quite convincing that the current 
demographic pattern in underdeveloped areas differs substantially from that 
of the pre-industrial West. There is a much earlier age of marriage; in each 
age group there tends to be a much higher frequency of marriage; and 
there seems to be relatively little fertility control inside marriage. Unfor- 
tunately, we have such little knowledge about the historical demography of 
these areas that it is difficult to know whether that distinctive pattern de- 
rives from the distant past or is of relatively recent origin. However, the 
literature for India (with which I am most familiar) seems generally to 
support Krause’s proposition that none of the variables that affect the birth- 
rate seem to have been historically responsive to short-run or long-run fluc- 
tuations in income, wealth or general economic opportunity. Kingsley Davis’ 
re-estimate of Indian population growth which raises the size of the Indian 
population in the centuries before 1870 contributes to my willingness to ac- 
cept Krause’s proposition. 

Although anthropologists have given us much evidence of features in 
Indian society that would operate, at least within the marriage bond, to affect 
marital fertility, my own conclusion is that these characteristics run in both 
directions. Moreover, many of these Indian institutions which purport to 
affect fertility—for example, the ban on widow remarriage and the pre- 
scription against intercourse with one’s wife until three years after the birth 
of a child—are almost entirely formal, maintained by only the very highest 
castes, and thus affect only a very tiny proportion of the total population. 

What evidence I have suggests that Krause is correct in proposing that 
many of the currently underdeveloped societies very early found themselves 
in what we might call the vegetable calorie trap. Establishing a dense popu- 
lation very early, societies in the Ganges, Nile, Tigris-Euphrates and Yellow 
River basins have been unable to afford the luxury of converting eight or 
more vegetal calories into animal calories for food, fertilizer and cultivable 
power. Once in this trap, they operated at lower per capita levels of perform- 
ance than the West and, as a consequence, with an ever-widening economic 
distance between the two types of societies. 
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Without being explicit, Krause forces us to consider the substantial ideo- 
logical differences between the pre-industrial West and currently under- 
developed areas. However, I think his invocation of Weberian rationality is 
a mistake which involves him in a number of unnecessary difficulties. He 
gets into trouble by his assumption that Weber’s concept of rationality is 
substantive when it is in fact formal. Moreover, his concept of rationality 
shifts about. On one hand he argues that the economic instability of pre- 
industrial economies prevented “rationality.” Apart from the fact that this 
is 20 infelicitous proportion and that it is fairly easy to suggest that pre- 
industrial behavior is rational within the confines of environment and 
ideology, it contradicts the point he makes that an economy with great 
supplies of labor tends not to adopt labor-saving devices. To the extent that 
this latter proposition is correct it represents thoroughly “rational” behavior 
as an economist measures rationality. 

However, Krause’s effort to get at explanations of the demographic differ- 
ences he perceives is useful. It forces us to think about the problem. For 
example, given the religious values of Hinduism (and of the Chinese tradi- 
tion as well), sons are a ritual necessity. In a pre-industrial agricultural so- 
ciety where life was uncertain and short, Hindu tradition encouraged large 
families to guarantee that at least one son would survive the parents. The 
western religious tradition did not lay the same stress on sons nor, there- 
fore, on large families. Moreover, the western tradition honored celibacy as 
an alternative to marriage and the production of children while the Hindu 
ethos encouraged celibacy after marriage and childbearing functions had 
been fulfilled. . 

‘Krause’s discussion of the problem of economic development is most pro- 
vocative. If research bears out his demographic hunches, he has added an- 
other dimension to the still not sufficiently accepted proposition that the 
progress of currently underdeveloped areas is not likely to follow the western 
model. If Krause is right, this is true not only because the Industrial Revolu- 
tion has already occurred in the West and thus has affected the environment 
of current development possibilities but also because there are fundamental 
structural differences in these societies which stretch far back in time. A 
corollary of this is that we should be disabused of the notion that all pre- 
industrial agricultural societies are more or less alike when they begin the 
process of industrialization. Krause is suggesting that the West was drawing 
away from these currently underdeveloped areas long before James Watt 
patented his steam engine in 1769. 

Kisch’s analysis is very closely linked in analytic form to Shea’s paper on 
Malabar which was presented this morning. Kisch has also stressed the way 
in which political and social power, affecting the terms of exchange among 
groups and between economic sectors, directed the flow of resources in such 
a way as to be unfavorable to economic growth in Silesia and favorable to 
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growth in the Rhineland. The new economic history, with its stress on sta- 
tistics, tends to neglect the political economy that is critical for a deeper 
understanding of social behavior over time. In this context, Kisch’s analysis 
of Silesia and the Rhineland suggests a point about the Meyer-Conrad paper 
on the profitability of slavery in the pre-Civil War South that was presented 
two years ago. His analysis does not suggest that Meyer and Conrad were 
wrong but it does indicate that historical analysis of cost-price data alone 
did not and could not elicit what Adam Smith called the non-economic 
factors—the capacity of slave plantation owners to keep the system profitable 
by their domination of the political system that set the parameters which 
shaped the basic labor and capital supply functions. 








The Principles of Freedom and Government 


Intervention in American Economic Expansion 


HE Jaissez-faire theory in its various European forms is not as 

simple or clearcut as it is sometimes presented. Nor is it merely 
the converse of another theory equally complex but which is often 
taken simply as one of organization and complete state intervention. 
From the Physiocrats on, the exponents of the theory of /aissez-faire, 
or freedom of industry, set themselves the task not only of freeing the 
economy and the individual, but also of directing and nurturing ac- 
tivity designed to improve the economy. This aim took the form of 
the advocacy of a wide variety of social and state actions; for example, 
the promotion of a stable currency, science and invention, education of 
the labor force, humanitarian reforms, especially in penology, and cul- 
tural, ideological, and even aesthetic advances. In short, the issue of indi- 
vidualism often became the broader issue of civilization. 

Most economic discussions of the second quarter of the nineteenth 
century that saw the beginnings of America’s rapid industrial ex- 
pansion, centered largely around the doctrine of freedom as laid down 
b: David Ricardo and his British disciples, and more popularly, by 
the French counterpart, J. B. Say. When the doctrine crossed the At- 
lantic, its two tendencies—the emancipation of the individual and an 
appropriate social policy—were sharpened in the American environ- 
ment. On the one hand, the relative absence in America of many of 
the restrictive institutions and traditions of Europe gave wings to in- 
dividual enterprise; on the other hand, the underdeveloped character 
of the economy required numerous and elaborate measures to facili- 
tate its growth. 

To cover this story completely would require at least a volume. 
This address is confined to an examination of the areas where the de- 
votees of laissez-faire held that government intervention, broadly con- 
ceived, was legitimate, for the active promotion and fostering of busi- 
ness enterprise. 

There is one major qualification. The doctrine of Jaissez-faire gave 
its exponents a bent for public thrift; it went against the grain of the 
liberal economists to spend large amounts of the taxpayers’ money or 
fatten the public treasury, however laudable the object. That is why 
the vulgarizers of the Jaissez-faire doctrine reduced it simply to the 
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need for low taxes and the reduction of the role of government to pro- 
tector of life and property. 

The material for this paper is drawn from influential advocates of 
“freedom in labour, enterprise, and capital, as leading to the fullest 
development of all our national resources.”* These include Say and 
four Americans—John McVickar, Henry Vethake, Francis Lieber, and 
Francis Wayland. 

Say’s A Treatise on Political Economy was the leading textbook un- 
til the publication of Wayland’s manual in 1837, and even that work 
was in good part based on Say. To him, Adam Smith’s principle that 
everyone is the best judge of how to employ his labor and capital was, 
in the absence of substantial qualifications, true only of England, 
where personal interest “is well understood and where any profitable 
mode of investing capital and industry is not likely to be long over- 
looked. But every nation is not so far advanced in intelligence.” “How 
many countries,” he exclaimed, “are there where many of the best em- 
ployments of capital are altogether excluded by prejudices that the 
government alone can remove. . . . Moreover, a new channel of in- 
dustry may ruin an unsupported speculator, though capable of yielding 
enormous profit, when the laborers shall have acquired practise, and 
the novelty has once been overcome.” 

Government, Say thought, could help in a variety of ways; by direct 
aids, by the support of the advance and diffusion of knowledge, and 
by regulations in the interest of production. The state could give “a 
powerful stimulus to individual productive energy by well-planned, 
well-conducted and well-supported public works, particularly roads, 
canals and harbors.” This applied pointedly to new countries. Patents 
for inventions for a limited period was another device that Say advo- 
cated for accelerating the development of the economy. He even ap- 
proved of chartered corporations to trade exclusively with distant or 
barbarous countries, if no other way was feasible. 

The encouragement of the pursuit and diffusion of knowledge, edu- 
cation in the broadest sense, offered the widest field for a “paternal 
government.” He approved of travels and voyages of discovery at the 
public charge. A government with large revenue should not leave to 
individuals the whole glory and merit of invention, discovery, and 
experiment in industry and agriculture. He praised French rulers for 
introducing better breeds of sheep for wool and establishing agricul- 


1John McVickar, Introductory Lecture to a Course of Political Economy (London: John 
Miller, 1830), p. 32. 
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tural colleges and experimental farms, using the latest techniques. He 
lauded Colbert’s use of loans to manufacturers to develop in France 
the manufacture of the most beautiful silks and woolens in the world. 
Government should give honors, premiums, and rewards to craftsmen, 
mechanics, and farmers for exceptional achievement. Say applauded 
rewards and “flattering distinctions” to men of science who by the 
“natural laws” of price determination could receive only a pittance of 
the value which they contributed through their scientific acquirements, 
for without these, the abundance of important manufacturing processes 
would not be possible. 

Every enlightened nation, Say emphasized, supported academies, li- 
braries, institutes, and a limited number of very superior schools, de- 
voted to research. The problem was to prevent such schools from 
becoming barriers to the progress of knowledge, as had occurred in 
the last century. Say blamed the decline of the universities largely on 
their rigid routine, and on their tendency to favor their own scholars 
in examinations. He proposed that candidates for the learned profes- 
sions be judged on their merit as shown by a state examination alone 
without regard to place or duration of study. He particularly pointed 
out that since the very lives of people are dependent on the competence 
of physicians and apothecaries, state examination should be required 
especially of would-be practitioners in these occupations. 

The wisest form of public aid to education would be the financing 
of the preparation and publication of excellent elementary textbooks 
or encyclopaedias in the various fields of industry. This would not be 
very costly, because excellence was rare and what was a great expendi- 
ture to an individual was a very small one to a nation. 

Public support should be given for instruction in fields designed to 
promote not only the creation of national wealth, but more important, 
the “softening of national manners.” Thus on the ground that the mass 
of laborers earned scarcely more than a bare subsistence, he approved 
of government support of “primary schools of reading, writing and 
arithmetic,” so essential for an understanding of the vital connection 
between the security of property and public prosperity. 

Another area where government regulations were required to main- 
tain a sound economy was in the conservation of natural resources. If 
a society urgently needed timber for the shipwright or carpenter, the 
cutting in private forests should be regulated; “or the fear of losing the 
veins of mineral that intersect the soil may sometimes oblige a govern- 
ment to work the mines itself. Sometimes a vein of mineral passes 
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through the ground of many proprietors, but is accessible in only one 
spot. In this case, . . . a refactory proprietor must be disregarded, and 
the prosecution of the works be compulsory.” Legislation requiring 
landlords to eliminate caterpillars and other noxious insects from their 
estates were just as necessary for the growth of agriculture as the vigi- 
lant guarding of the facility of communication, and the preservation 
of civil order and private property. 

Say devoted considerable space to the need for government certi- 
fication of the quality of commodities for the sake of promoting trade— 
especially exports—and protecting the consumer. He was particularly 
interested in coinage, for the standard of gold and silver could only 
be ascertained by a complex operation of chemistry, and the govern- 
ment was in the best position to maintain such standards. Closely allied 
to the principle of certification was government prohibition of the 
issue of small denominations of bank notes. Large bank notes passed 
between merchants who could take care of their own interests, but 
small notes passed to the consumers and the mass of the artisan and 
wage earning class, who could not so easily detect counterfeits. While 
he limited his arguments for certification largely to coinage, such 
twentieth century legislation as the Food and Drugs Acts, Meat In- 
spection Acts, and the Federal Trade Commission Act stem from one 
of fountainhead of /aissez-faire doctrine. In principle, according to Say, 
the list could be quite extensive, but the money cost of supervision and 
the need to reduce the harrassment of individuals to a minimum, elimi- 
nated from certification not only goods which the purchaser must 
understand better than government, but also all commodities that could 
not be well certified by its agents, “for unfortunately a government 
must always reckon upon the negligence, incapacity and misconduct 
of its retainers.” 

Another device of government aid to economic expansion was na- 
tional debt policy. To Say, as to many other liberal economists, the 
public debt was a béte noire, but even here he allowed a concession: 
it had the advantage of providing for the investment of minute por- 
tions of capital of persons who, incapable of turning them to productive 
account, would otherwise either hoard their funds, or spend them by 
driblets. A basic condition was that the principal of such debts be spent 
on permanent public benefits, such as roads and canals, and other in- 
ternal improvements which made for easier and more rapid communi- 
cations between the different points of the state, and not on gaudy dis- 
plays, palaces, unnecessarily wide highways, and similar luxuries. 
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Now turning to the Americans, particular note will be taken of 
their distinctive emphases and departures from Say. 

John McVickar of Columbia College and a member of the famed 
London Political Economy Club was among the first economists to 
attempt a systematic presentation of the limitations on “perfect free- 
dom.” He went beyond Say in emphasizing a prescribed course of 
study to prevent the degradation of necessary professions such as law 
and medicine. To the vulgarized Jaissez-faire argument against state 
support to education, that the “supply will come when there is a de- 
mand,” he replied that the argument applied to men’s material wants, 
and not to their moral and intellectual wants; that is, the basic eco- 
nomic law applied to goods that satisfied material necessities, and not 
to the services which were necessary for the advance of civilization. 
“The more ignorant a man is,” McVickar insisted, “the less he wants 
education.” Moral and intellectual improvement “must be even forced 
upon him from without because ... [these wants] are never esti- 
mated by him until they are actually enjoyed.” * He explained in 
First Lessons in Political Economy (1835) that since the education of 
the people was essential to national prosperity, government must pro- 
vide for it; “that is, to see that no child grew up in ignorance o. vice, 
because that is wasting the productive capital of the country.” 

He especially appealed for greater appreciation of the “Men of Sci- 
ence. . . . [They] form a large and important class of the community; 
in general they are very poor; very few rise into independence; none 
into affluence, although they furnish to society a most valuable element 
of wealth.” * He was more enthusiastic than Say on the need of stronger 
patent laws. McVickar approved of government granting “monopo- 
lies” for public utility enterprises involving extraordinary risk. His 
inclusion in this category of not only such famed historic chartered 
foreign trade companies, as the East India Company, but also local gas 
companies was surprising but relevant. 

In contrast to Europeans, McVickar regarded, at least to a limited 
extent, a national debt as an engine of public prosperity, and especially 
emphasized that redemption might have economically undesirable 
effects. This view reflected the situation of a capital-importing nation. 


2 Notebook of J. W. Beekman in McVickar’s course in Political Economy for 1834 in New 
York Historical Society; notebook of W. H. Parmly in McVickar’s course in 1842, in Columbia 
University Library; [McVickar] review of Thomas Chalmers, On Political Economy in Con- 
nection with the Moral State and Moral Prospects of Society in The Churchman, Nov. 10, 
1832, p. 342. 

3 Notebook of Hamilton Fish in McVickar's course in 1827, in Columbia University Library. 
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In his Outlines of Political Economy (1825), he proceeded in the fol- 
lowing orthodox fashion to deprecate public debts. The advantage of 
a public loan over a tax was that it enabled the government to obtain 
large sums with speed and certainty, yet its great disadvantage flowed 
from this very advantage. Since no one felt his rights invaded, the loan 
method removed government expenditures from that “wholesome 
check of public feeling” which operated in the case of taxation. In 
its nature a public loan, like all revenues of government, was a tax, 
but was not recognized as such, because it was not currently paid; that 
is, capitalists advanced the money until the community could con- 
veniently pay it, meanwhile receiving interest, which was immediately 
levied upon society in the form of a tax. For a time the loan would 
diffuse that “air of wealth and prosperity which always arises from 
increased expenditure;” but its permanent effect was to cripple the 
nation’s energies, for a part of the capital hitherto productive in the 
hands of individuals, was unproductively consumed by the govern- 
ment, and posterity was burdened with its repayment to the public 
creditors. 

But then, McVickar pointed out, as it affects the general progress 
of wealth, it was a matter of indifference whether the loan was ever 
repaid, for the original capital that the government had spent was 
consumed and could not be replaced. Consequently, when the public 
debt was redeemed, society paid it out of the capital or income of indi- 
viduals and the only change it produced was this: while it remains un- 
paid, the community at large holds and employs the principle, the 
stockholders receive and employ the interest—when paid the principle 
itself is transferred to the stockholders, and seeks new investment. He 
granted that in theory the American public debt was like that of 
European nations, but it was so much smaller in proportion to the 
country’s means of repayment, that little of the criticism of the leading 
European economists was applicable. 

This explains why, in the depression year of 1840, McVickar sharply 
criticized President Jackson’s administration for redeeming the debt. 
This action, he contended, necessitated new loans from Europe based 
on more expensive and less available securities, and on more ques- 
tionable credit; furthermore, it meant the loss from the national money 
market of the nation’s only unquestioned stock, a loss of incalculable 
magnitude from a financial point of view, and one for which no sub- 
stitute was practical. Without such unquestioned monied securities as 
federal bonds, no “great enterprising commercial nation” could re- 
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main either safe or prosperous. For confidence both at home and 
abroad, there must be a safe, profitable, national receptacle for the 
large amount of floating capital which, for financial safety in pro- 
ductive indsutry, “should be kept floating, or waiting investment, or 
standing ready to meet emergencies.” McVickar also looked to state 
bonds to supply funds for the construction, in whole or in part, of 
canals and railroads, which would meet interest and amortization pay- 
ments on the investment. These were productive expenditures which 
opened new avenues to national wealth in contrast to the borrowing 
where the proceeds went off in a flash, or were “squandered on a royal 
feast—fired away in powder or frittered away in pensions.” * This 
rested on his view as recorded in the class notes of his student and a 
future Secretary of State, Hamilton Fish, that “all national improve- 
ments . . . that tend to open up the country and facilitate transpor- 
tation,” contributed to the maintenance of the high rate of profit that 
provided for capital accumulation for the expansion of the economy. 

From the ranks of the mathematicians and physicists came Henry 
Vethake of the University of Pennsylvania who lauded Ricardo as the 
“distinguished political philosopher, statesman and merchant.” He 
taught primarily mathematics, but wrote and lectured extensively on 
political economy and edited the American edition of J. R. McCulloch’s 
A Dictionary of Commerce and Commercial Navigation (1840). In 
fact, he had introduced the systematic treatment of economics not only 
at Pennsylvania but also at his previous posts, which included what 
are now Princeton, Dickinson, New York, and Washington and Lee. 

In his The Principles of Political Economy (1838) he strongly advo- 
cated public support for colleges and universities as well as common 
schools, and for science, literature, and the fine arts, and especially 
the “useful arts” (which he felt was a misnomer since the “fine arts” 
were also useful), but more in accordance with the ideal of laissez-faire 
he contended that government regulation of the qualifications for the 
learned professions be gradually removed. Such restraints, according to 
Vethake, were based on the supposition that a large proportion of the 
populace lacked the knowledge to form correct judgments concerning 
the qualifications of the “professional man, or other /abourer,” whose 
services he might need. With the diffusion of knowledge, however, he 
predicted that first one, and then another, of these restrictions could 
be eliminated to the public advantage. 


4 [McVickar] “American Finances and Credit,” The New York Review, VII (July 1840), 
192, 196. 
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On internal improvement, his views underwent a significant evolu- 
tion. In 1825, while at Dickinson College, he became deeply interested 
in the current agitation throughout Pennsylvania over a proposed state 
canal. He was appointed, by the citizens of his county, to seek informa- 
tion on the project, especially as to its effect on the “prosperity of our 
own county.” ° This information he sought from the leading agitator 
for the state canal, the economist Mathew Carey. Vethake’s questions 
evidence a pragmatic, experimental attitude. He expressed little con- 
cern over whether the construction was performed by the state or pri- 
vate capital or a mixture of both, though priority of course, would go 
to the second. His basic interest was which mode of transportation— 
turnpikes or canals—would be cheaper and bring the most pecuniary 
gain, including a rise in land values. 

In his treatise thirteen years later he offered a solution to the waste- 
fulness of public construction and the dangers of private monopoly in 
internal improvements. He proposed that (1) they be undertaken by 
private individuals or companies, under legislative authority; (2) the 
tolls be fixed by government at a level that would not raise undue ob- 
stacles to the “progress of improvement,” but Would secure the country 
the benefit of an interested agency in the superintendence of that 
progress, without making too great a sacrifice to “the grasping spirit 
of monopoly”; (3) at the end of a specified period the public would 
acquire the facilities at “original cost, or at any other stipulated price.” 
He suggested also that a “tribunal” be established to decide on the 
expediency of proposed internal improvements. Free competition in 
this area, he pointed out, existed in no country and was altogether out 
of the question, but as he asserted in the Dictionary of Commerce: “it 
is by their canals and railroads, as much as by any other circumstance 
connected with their progress, that the United States have rendered 
themselves conspicuous among the nations of the earth.” 

In the case of the post office, he introduced a modification. After 
warning that government should never view it as a source of revenue, he 


added: 


I might, perhaps, with propriety, go even farther, and maintain the ex- 
pediency, in so far as newspapers and periodicals are concerned, of making 
some sacrifice to promote by their circulation the diffusion of knowledge, 
political and literary, among the great body of a people. 


5 Vethake to Mathew Carey, January 26, 1825, in Historical Society of Pennsylvania. 
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Vethake’s acceptance of a national debt went beyond that of Mc- 
Vickar in his departure from the standard Ricardo-Say views on this 
subject. The extent of the evil of a public debt, he insisted, depended 
on the degree to which the borrowed money was unproductively spent. 
So far as the proceeds were properly expended, as, for “national de- 
fense, or other purposes of public utility,” the expenditure was a na- 
tional good, just as an individual’s debt was productive if it enabled 
him to reap a gain in excess of the inconvenience of paying the interest. 
To redeem the Federal debt would not compensate for the unpro- 
ductive expenditure of any portion of the borrowed money. If the 
investors in the debt are residents of the United States, that is, in the 
case of a domestically held debt, redemption would “be equivalent 
simply to a transfer of the amount of the debt from the pockets of the 
community in general to those of the creditors,” with the community 
being relieved of the burden of interest payments. “But to possess a 
given portion of wealth and to pay the interest upon it,’ Vethake 
pointed out “is here manifestly the same thing, in reference to the 
country regarded as a whole, as to part with that wealth and to be 
relieved from paying the interest.” The gain from redemption Vethake 
concluded was only the saving involved in collecting taxes for interest 
payments, and the moral effect of confirming the public credit and 
impressing other nations with the magnitude of the national resources. 

Another eminent exponent of /aissez-faire, was the Prussian born and 
educated Francis Lieber of the College of South Carolina, and later 
(from 1857) of Columbia. He achieved international fame as a politi- 
cal scientist, but for approximately forty years, he was also a prominent 
intellectual leader of the cause of free trade. In his Manual of Political 
Ethics, (1838-39) he, too, urged public expenditures, commensurate to 
the means of the society, for the promotion of education, the extension 
and diffusion of knowledge, and the promotion ot discove-y and of 
the arts. A complete system of public instruction comprised all insti- 
tutions which were essential for the society and which “nevertheless 
cannot or will not be established by private means.” He elaborated 
this in a notation in his copy of Say’s Treatise. It reads: 

“The necessity [of education] in modern times [is] far greater than 
in ancient, because 1. our liberty is a very different one. It is a highly 
popular liberty. 2. Our industry is different. It requires closer union 
of knowledge and labor. 3. Our religion requires education, so much 
so that missionaries find it impossible to make any headway unless 
they first teach reading and writing. Especially protestantism. 4. Our 
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general civilization and democratic tendency. 5. Division of Lab[or] 
demands un[iversal | education. It has been universally found that the 
best schooled districts are the most productive; ceteris paribus, even 
in manufacturing.” ° 

To Lieber a modern nation that was backward in diffusing knowl- 
edge among the industrial class would eventually decline in all its 
powers. He urged that society support the pursuit of the fine arts as 
one of the choice flowers of civilization. These arts were of national 
importance from an industrial as well as a social and political point of 
view, for they humanize, refine, and at the same time, elevate the 
standard of taste, one of the most efficient agents of national industry. 
He explained that “Taste forms an essential ingredient of national 
industry no less than necessity... . The wants of civilization, upon 
which all industry is founded, consist as really in the wants of taste as 
of necessity. If the leading motives to industry are wants and security, 
both are more or less directly promoted in part by the cultivation of 
the fine arts.” This stress on the importance of taste speaks volumes 
for the culture of the time. 

Lieber also strongly emphasized government aid for improvements 
of all means of intercommunication, if they could not be met com- 
pletely by private means. This included not only the usual internal 
improvements, but also a great canal through the isthmus which ought 
to unite in “everlasting wedlock the sturdy Atlantic and the teeming 
Pacific.” * For Lieber, the expansion of internal improvements was 
essential to strengthen national ties through economic interest. As he 
stated, canals and railroads “are efficient means to bind together a 
country as much as one literature, one history—in some cases more 
so, in as much as material inierests appeal quicker to more minds 
than intellectual interests.” ° 

Lieber’s notable addition to the list of appropriate public services 
was that the national government should undertake a comprehensive 
statistical survey every three or four years of the nation’s social and 
economic resources “in order to give the people a clearer insight into 
the state of our public affairs.” It would provide a careful collection of 
detailed facts with which to “arrive at general results by a more com- 


6 Lieber’s note is opposite p. 436 of his copy of Say’s Treatise, in the Johns Hopkins Univer- 
sity Library. 

7 Lieber, “Tribute to the Memory of Alexander von Humboldt,” 1859; reprinted in his 
Miscellaneous Writings 1, edited by Daniel C. Gilman (Philadelphia: Lippincott, 1881), p. 396. 
Lieber advocated what became the Panama Canal at least as early as 1847. 

8 Lieber to S. B. Ruggles, September 22, 1862 in Lieber Papers, Library of Congress. 
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prehensive view and judicious combination of them .. . [than by] 
mere theorizing.” It would, he contended, not only furnish a basis 
for sound legislation, but also supply the business community with 
information for more effective conduct of its operations. He originally 
presented his elaborate seventeen-page outline to Congress in a,Me- 
morial in 1836 with the blessings of such Senators as Calhoun and 
Webster; and later he included provision for a type of central statistical 
board to direct the survey. He pointed out that such a project could 
not be undertaken by private enterprise, because government authority 
would be needed to obtain the necessary information, and furthermore, 
such a project would be too costly for private venture. 

The final exhibit is Francis Wayland, President of Brown Uni- 
versity and author of the most popular textbook, The Elements of 
Political Economy. This New Englander, like the others, emphasized 
the importance of government in promoting the increase and diffusion 
of knowledge, but he believed, along with his fellow economists, that 
education even in the common schools should not be entirely free “for 
no man values highly what he gets for nothing.” The public should 
supply the expensive buildings and apparatus including libraries for 
the institutions of advanced teaching, investigation, and discovery so 
that the charge for instruction in such schools would not be so high 
as to limit entry merely to the rich. Such an institution, he informed 
Secretary of State John Forsyth, in 1838, became ideally a “sort of co- 
partnership between instructors and the public.” *® To aid further the 
advancement of science, he supported not only patents but also copy- 
rights. After elaborating on Says’ proposal for experimental farms, of 
“which the results should be accurately registered, and published to 
the whole community,” Wayland added experimental manufactures, 
which would show, from time to time, what branches of manufacture 
could profitably be introduced into the country, and how they might 


® Wayland to the Secretary of State, October 2, 1838 in Francis Wayland and H. L. Wayland, 
A Memoir of the Life and Labor of Francis Wayland 1, (New York: Sheldon, 1868), p. 330. An 
earlier version of this argument for “public patronage’’ of education was based on the idea 
that individuals could rarely provide the investment for equipment. “Knowledge of every sort 
is valuable in a community, very far beyond what it costs to produce it. Hence it is for the 
interest of every man to furnish establishments by which knowledge can be increased. Of 
the manner in which this should be afforded it belongs to political economists to treat... . 
Longer time than that of an individual's life, and greater wealth than falls to the lot of 
teachers are required to collect . . . [books] in numbers sufficient for extensive usefulness. 
The same may be said of instruments for philosophical research. Let these be furnished .. . 
amply.” See Wayland, “Introductory Discourse,” in American Institute of Instruction, The 
Introductory Discourse and Lectures, 1830 (Boston: Hilliard, Gray, Little and Wilkins, 1831), 


p. 14. 
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be most successfully managed. In this manner, much could be done, at 
small expense. “When these means, have been tried, and have failed,” 
he commented, “it will be time enough to make other and more expen- 
sive experiments.” 

Like Vethake, he disapproved, in general, of government construc- 
tion of internal improvements. If they be an unprofitable investment, 
both private promoters and government had better let them alone. 
If they be a profitable investment, private corporations in an intelligent 
community would, with “proper encouragement,” undertake them. Of 
the question of profitability, private individuals could judge more ac- 
curately than government, because while the facts were equally known, 
and the degree of intelligence was just about the same, one party was 
influenced by no other motive but self interest, while the other party 
might be influenced by “party politics, sectional jealousy, love of power, 
and a thousand disturbing causes.” Private construction and mainten- 
ance would be most effective and economical, but the strongest objec- 
tion to public construction, Wayland held, was the resulting patronage. 
“The power to make roads and canals whenever it pleased, and to 
employ upon them whomsoever it pleased, once placed in the hands 
of a party, would perpetuate it in office forever, in spite of any violation 
of right which it might perpetrate, or any corruption of which it 
might be guilty.” 

This rule, however, was not “universal.” The government should 
undertake such works whose “magnitude is too great for individual 
enterprise . . . or the power which they confer, is too great to be 
entrusted to private corporations.” *° Another exception would be in the 
case of localities or districts promoting improvements of benefit to 
themselves, provided such localities bore the cost. In his words, if the 
improvement “be not itself productive [but] may enrich the district 
in which it is constructed . . . then let the district pay for it unless it 
can be shown to be either wise or just to impoverish one district for the 
purpose of enriching another.” But whether internal improvements be 
carried out by government units directly, or through delegation to 
private corporations, the state must keep open the channels of com- 
munication between the different points of its territory and provide 
facilities of passage for persons and property by means of convenient 
roads, canals, railroads, bridges, and ferries. 


10 Wayland described the state-constructed Erie Canal as “that wonderful monument to the 
genius, patriotism, and statesmanship of [Governor] De Witt Clinton.” See Wayland, The 
Education Demanded by the People of the U.{nited| States (Boston: Phillips, Sampson, 1855), 


p. 15. 
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The Federal government, furthermore, had the duty to undertake 
improvements which reduced the expense and lessened the risks of 
external commerce, such as the removal of obstructions from harbors, 
the location of buoys and the erection of light-houses, the execution of 
accurate surveys, and the publication of charts showing the entire 
coastline. The more perfect these become, the less would be the danger 
of shipwreck; and with the resulting decline of insurance rates, the 
lower the price would be of exports and imports. Hence a country 
offering these advantages became a better market for other nations, 
and they more readily turned to her for exchanges. As Wayland suc- 
cinctly stated in his University Sermons (1849), these matters like 
“many of the most important aids to civilization,” were left to the care 
of government for “the sake of convenience;” that is, they were “more 
successfully conducted by public than by private effort.” 

He also recognized that the state aided the expansion of business 
enterprise by allowing the formation of corporations with limited lia- 
bility, whether by a separate legislative act in each case or preferably 
by a general law enabling any group of individuals to become a cor- 
porate body. For such corporations would increase the economic 
discretion of the individual and thus promote economic growth, or in 
Wayland’s phrase “the increase and diffusion of wealth and comfort.” 

Viewed, therefore, as a working policy, the principle of freedom 
never meant that government should limit itself merely to the protec- 
tion of life and property, but included a wide range of policies for 
the economic expansion of the nation. As has been shown, there were 
certain differences of emphases between the Europeans as represented 
by Say, and the Americans; and there was no unanimity on every 
point, even among the Americans. Yet there was general agreement 
in several fields of activity. There seems to have been particularly 
enthusiastic agreement on the government’s role in the promotion of 
education in the broadest sense, including research, fact-finding, and 
the fine arts, as well as in the field of communications. Education was 
for them the great “limitation” of Jaissez-faire, for with a world fully 
educated or with the opportunities for such, the justification for govern- 
ment intervention ends."* 

It can be seen even aside from fiscal and administrative limitations 
why the advocates of laissez-faire could in principle support a variety 


11 McVickar, “The great principle is this—when the Public are competent judges of what 
they buy, individual interest will regulate—where they are not, Government should interfere.” 
(Notebook of J. W. Beekman.) 
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of measures for economic growth, but at the same time limit their 
practical importance and envisage Adam Smith’s “obvious and simple 
system of natural liberty,” for as Say put it, “I must protest against the 
indiscriminate and universal application of the arguments I have ad- 
duced to show the benefits of liberty. Nothing is more dangerous in 
practice, than the obstinate, unbending adherence to system, particu- 
larly in its application to the wants and errors of mankind. The wiser 
course, is to approximate invariably to the standard of sound and 
acknowledged principles, to lead towards them by the never failing 
influence of gradual and insensible attraction.” On this canon of Say, 
the Americans were cutting the cloth of Jaissez-faire to the shape of a 
new and growing society. 

In short, the role of the state was wide. In practice, for the moment 
it was restricted; especially if heavy public outlays were involved; but 
this program could be quite ambitious in organizing and launching a 
civilized economy. In time, however, the need for the crutch of state 
action would be eliminated, and the individual would thus become 
truly emancipated. 


JosepH DorrMan, Columbia University 





Industrialization and Stabilization Dilemmas 
in Latin America 


I 


NDUSTRIAL growth and chronic, in many cases severe, inflation 

are two salient features of the past-war economic history of the larger 
Latin American countries. There is general recognition that the two 
phenomena are related, at least in the sense that industry has been one 
of the major recipients of state subsidies and inflationary credit. But 
beyond this, analysis divides into the usual demand inflation and 
cost-push categories. 

The essential issue between these two points of view is not merely 
whether prices are pulled up by excess demand or pushed up by cost 
pressures. Narrowly conceived, this raises a virtual chicken-egg conun- 
drum for the investigator. Nor does it revolve around the proposition 
advanced by zealous members of the monetary wing of the demand 
inflation school that there is always some curtailment of the money 
supply which will stop inflation. Not only would the last statement be 
equally true in theory if the word “wages” were substituted for 
“money,” but in neither form would the advice be very helpful to 
the perplexed authorities without some correlary estimate of the 
number of machine guns needed at the presidential palace to enforce 
the curtailment. 

The fundamental difference between the two schools is that the 
demand school believes few if any machine guns would be needed to 
hold down credit or balance the budget, while the cost-push school is 
more dubious. Less luridly put, the implicit assumptions of the demand 
school are that output in all the major productive sectors is quite 
elastic to changing relative prices so that resources will shift quickly 
from activities depressed to activities stimulated by the curtailment of 
inflation—quickly enough so that unemployment will be mercifully 
brief and social tensions will not be raised to the boiling point. On the 
other hand, assume a more sluggish response to price signals, that is, 
supply rigidities in one or more key sectors; add to this the assumption 
that social tensions are a rapidly rising function of unemployment 
and/or an inverse function of falling output, and we have a cost-push 
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theory, and a correlative policy which makes structural alterations a 
necessary condition for monetary and fiscal stability. Finally, if the 
alterations appear too formidable a task, then those holding such an 
opinion separate into either inflationists or pessimists, depending on 
how viable they consider chronic inflation. Obviously, one can hold 
a demand type explanation for one inflation and a cost-push for 
another. But what one cannot avoid is some assessment both of the 
alacrity with which changing price signals are responded to by dif- 
ferent sectors and of the stability limits to social equilibrium, however 
shakily based these judgments may have to be. The analyst of inflation 
is a political economist malgré lui. 

All this is an ex ante apologia for the thesis of this paper, which is 
that the post-war inflation in the industrializing Latin American 
countries has varied according to the relative severity of supply im- 
balances, the rate of industrial growth being negatively and the rate 
of inflation positively correlated to the severity of these imbalances. 
That is, inflation has been much more the result than the cause of 
various structural distortions. In many of the industrializing countries, 
the imbalances have now been so stretched that their reduction by 
direct measures must accompany monetary restraints, if the stabiliza- 
tion programs are to succeed. Since these measures involve forays 
against some of the main bastions of “under-developedness” they 
require either a broad political-ideological consensus or a high con- 
centration of political power to carry through. Yet, if this is lacking, 
the alternative, continued inflation, though politically more seductive, 
becomes in time scarcely more viable. For as the imbalances increase, 
industrial and over-all growth slacken, and inflationary pressures 
mount, the rate of inflation approaches its limits of tolerance. This is 
the hammer and anvil of the present dilemma in Chile and perhaps 
also in Brazil, where although inflation is now virtually without pub!'s 
champions,’ attempts to halt the process falter as the props to industrial 
growth are removed with no new ones appearing, as unemployment 


1 This contrasts with early post-war optimism that inflation somehow would hasten economic 
development. Cf. Octavio Bulhoes, ‘“Fundamentos y Aplicacién de Control Cualitativo de la 
Moneda,” Primera Reunion de Técnicos Sobre Problemas de Banca Central del Continente Ameri- 
cano (Mexico City, 1946), pp. 103-10. Bulhoes, then Brazilian Treasury Minister, wrote, “The 
increase in prices linked to the creation of business profits is a satisfactory norm for policy.” 

In a similar vein, Dr. Hermann Max, Research Director of the Chilean Central Bank, wrote, 
“The lesson which can be drawn from the economic history of Latin American countries .. . 
is that im practice material progress and monetary depreciation are inseparably linked with 
one another.” “Diagndstico de la Inflaci6n en América Latina,” Tercera Reunion de Técnicos 
de los Bancos Centrales del Continente Americano (Havana, 1952), II, 42. 
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mounts, and as class cleavages and political tensions increase. A happier 
contrast, Mexico, whose political-ideological consensus has been 
strongest and output imbalances least, still manages to enjoy a respecta- 
ble growth rate and a moderate inflation by Latin American standards. 

The remainder of the paper draws on readily accessible data from 
the three countries to elaborate and validate partially this inflation 
thesis. Space does not permit a recital of the pitfalls to such a compar- 
ison, and the earlier comments on inflationary theorizing should be 
warning enough that the observations on class cleavages and social 
stability are made out of necessity rather than confidence. The per- 
plexing dilemmas which have closed in on Chile and may be closing in 
on Brazil, and the contrasting buoyancy which still marks the Mexican 
economy perhaps justify the attempt. 





II 


Let us turn first to the least measurable aspects of the comparison, 
the political-ideological influences motivating, and the social tensions 
circumscribing, economic policy. The commitment to industrialization, 
which has been the most notable characteristic of post-war economic 
policy, was initially a reaction to falling exports and rising unemploy- 
_ ment in the 1930’s, and to the curtailment of the flow of industrial 
imports during World War II. But it also contained, in Brazil and 
Chile, a half-explicit attack on the socio-political dominance of the 
landed classes, and in all three on the primary product bias of their 
economies. Whether tinged with Marxian phrases as in Mexico and 
Chile, or neo-fascism as in Brazil, industrialization was presented not 
as the by-product of a social Darwinian struggle, but as a collective 
effort whose trials and fruits would be shared equitably by the major 
social classes. This collective egalitarian ideology marks the industriali- 
zation drive as the initial creation not of the established industrialist * 
and landed classes, but of disaffected urban groups—white collar and 
professional classes with thwarted income and status aspirations, the 


2 Thus, Mosk distinguishes between the “New Group” of parvenue Mexican industrialists, 
vigorous partisans of industralization as a broad social and highly nationalistic effort, and the 
older, established industrialists in textiles, food processing, etc., who have regarded such 
appeals as dangerous demogoguery. Sanford A. Mosk, Industrial Revolution in Mexico 
(Berkeley: University of California Press, 1950), chs. ii, iii. Similarly, the Chilean business com- 
munity initially denounced the Chilean Development Corporation as a “Marxian scheme,” see 
Florencio Dur4n Bernales, El Partido Radical (Santiago: Editorial Nascimento, 1958), pp. 
205-07. 
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more highly organized of the urban working classes, petty industrialists 
seeking state capital aid and market protection, critical intellectuals, 
and others. The modest aspirations of the rural and urban poor also 
made their impact, as the programs sought to provide employment, 
popular education, cheap food, and the opiate of the Latin American 
masses, cheap bus fares. 

Shaped by this egalitarian ideology, the initial programs attempted 
to blend stimuli to industrialization with rather ambitious welfare 
measures—progressive taxation, minimum wage legislation, social 
security, family allowances, food subsidies, and the like. The state was 
to plan, direct, and be a major financier of both parts of the programs. 

The blending, however, proved difficult in practice, and it was wel- 
fare which gave ground. As a recent Mexican Minister of Finance 
wrote in 1948, “The conviction that the decisive thing is to produce 
more has defeated the generous, although vague, decision to achieve 
a fair distribution of wealth.” * Programming for industrial growth 
consisted of a series of measures of a broadly mercantilist nature, de- 
signed to induce private capital to invest in industry. These included 
perpetuating the tradition of low and regressive taxes,* creating markets 
for domestic industry by selectively excluding imports, underpricing 
of public services, overvaluing exchange rates on fuels, industrial raw 
materials, and capital goods,” tax exemptions, low interest credits, 
restricting foreign capital to non-competitive channels, etc. Direct 
public investment was concentrated in public utility and other overhead 
capital projects, with forays into capital goods schemes, where private 
domestic capital had no will to venture independently, although it 
usually had the option to participate and take over if the venture 
proved profitable. 


3 Antonio Carrillo Flores, “El Desarrollo Econédmico de Mexico: Reflexiones Sobre un Caso 
Latino Americano,” Cuadernos Americanos (Sept.—Oct. 1948), 48. 

4 Regressivity may have increased in Chile and Brazil. In Chile, for example, direct taxes, 
excluding those on foreign mining companies and on wages and salaries, fell from 3 per cent of 
GNP in 1940-41 to 2.5 per cent in 1955-56, while total taxes rose between the same two 
periods from 12 per cent to 14.5 per cent. See David Felix, Desequilibrios Estructurales y 
Crecemiento Industrial: El Caso de Chile (Santiago: Instituto de Economia de la Universidad de 
Chile, 1958), Cuadros 14, 15. Four similar trends in Brazil see, United Nations, Analysis and 
Projections of Economic Development: The Economic Development of Brazil (New York, 
1956), pp. 157-62. Mexican direct taxes, on the other hand, rose in relative importance, although 
remaining small as a per cent of profits. See Combined Mexican Working Party, Economic 
Development of Mexico (Baltimore: Johns Hopkins Press, 1953), ch. ix. 

5 Mexico has not resorted to multiple exchange rates, but has used differential tariff rates, 
import quotas, and tax exemptions for this purpose. 
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This policy of public riskbearing for private industry, was tailored 
to fit the entrepreneurial propensities of the propertied classes, of whom 
a leading Brazilian historian has remarked: ® 





They will not undergo the struggle for conquest and expansion of markets 
which constitute the great stimulus to capitalistic enterprises. . . . It can be said 
that the markets will come to them in an appeal for home production of articles 
which the country’s financial stituation has prevented from being purchased 
abroad. . . . Brazilian industrialists will live as ... a peaceful family within 
which the opportunities are fraternally distributed. 


The chronic conflict between mercantilist industrialization and the 
welfare state has hampered, however, the reconciliation of economic 
growth and price stability, with the budget the focal point of the 
difficulty. Moreover, the severity of the conflict seems to be inversely 
related to the economy’s over-all growth rate. As the rate declines, 
business demands for new tax reductions, subsidies, and public invest- 
ment to reduce power and transport costs, clash with demands to 
expand welfare measures and government jobs as the private job oppor- 
tunities of the influential white collar classes slacken. Not only does 
budget balancing become politically more difficult, but in the effort, 
public investment tends to give way. Thus the ordering of Mexico, 
Brazil, and Chile by their respective ratios of public fixed capital 
formation to total budgetary expenditures in the 1950's is inverse to 
the ordering according to respective rates of economic growth. And 
while such a relationship can be read more than one way, the substan- 
tial rise in Chilean public employment and of the proportion of the 
central budget devoted to wages, salaries, and transfer payments, as 
the rate of economic growth slackened in the 1950's,’ is perhaps an 
added item of support for our interpretation. 

Mexico’s relative success in frequently balancing its budget with a 
high rate of public investment may also have been aided by the 
greater discontinuity between the new business classes and the old 
families. For one has the impression—though no statistical verification 
can yet be offered—that a larger proportion of the native business 
recruits come from the old landed and mercantile families in Brazil 


6 Caio Prado Junior, Historia Econémica do Brazil, as quoted in Richard M. Morse, “Sao 
Paulo in the Twentieth Century,” Inter-American Economic Affairs VII1 (Summer, 1954), 18. 

7 For government employment estimates see Instituto de Economia de la Universidad de 
Chile, Desarrollo Econémico de Chile, 1940-56 (Santiago: Editorial Universitaria, 1956), pp. 
203-04. For budget expenditures trends, see Desequilibrios Estructurales, Cuadros 3, 17. 
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and Chile than in Mexico. The impression has at least a priori plausi- 
bility, since in Brazil and Chile, where no agrarian revolution intro- 
duced discontinuities, it seems likely that the established families of 
wealth and privilege would be in a highly favorable position—given 
the limited and imperfect capital markets—to exploit the opportunities 
created by import restrictions, tax exemptions, and the like. Hence, in 
Brazil and Chile, there seems to be neither the organized division 
between “old” and new” industrialists, found in Mexico, nor sustained 
openly articulated cleavages between industrialist and agriculturalist.* 
This reappearance of old names in new high places, the apparent 
continuity of the Oligarquia, affronts the egalitarian pretensions of the 
middle class groups, while the unbroken network of familial and 
intra-class privileges remains an obstacle to their individual ambitions. 
This, perhaps, has served to deepen cleavages between the two social 
strata, and to heighten the militancy with which the white collar and 
professional groups strive by organized means to raise their collective 
income share. If rioting bank clerks and striking schoolteachers appear 
to us as Walter Mittyish daydreams, they are real phenomena in many 
Latin American countries. 

The Mexican Revolution, by destroying the hateful image of the 
patrician hacendado, may therefore have done the anti-inflationary 
cause a good turn. The Mexican propertied classes are still drawing 
interest from the ideological capital created in the heroic period of the 
Revolution, rejuvenated by the Cardenas land reforms and oil expro- 
priation, and indelibly recorded on the walls of the capital by the 
great Marxist muralists. Lacking the cohesive force of a common 
revolutionary tradition, the other countries must rely more exclusively 
on the hope that a rapid rate of economic growth will stave off the 
egalitarianism which is a constant threat to the mercantilist pattern of 
industrialization. The common Latin American observation that in- 
flation can be halted only by increasing the rate of economic growth, 
although it may set orthodox economists rustling their multiplier 
formulae in protest, may not, therefore, be complete nonsense. The 
Latin Americans are talking about another kind of equilibrium, social 
equilibrium, or how to contain social conflicts within the stability 
limits. 


8 This is due in part, no doubt, to the propensity of successful businessmen of non-agricultural 
origin to purchase estates both as part of the effort to be “taken up” by the aristocracy, and 
because the tax privileges still enjoyed by Brazilian and Chilean agriculture makes owning an 
estate a useful device for hiding one’s non-agricultural income from the tax collector. 
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III 


In contrast to the older industries, which concentrated on products 
made profitable by transport obstacles and the availability of local raw 
materials, the industrial upsurge of the past two decades has been 
largely “import substituting.” That is, progressive restrictions on com- 
peting imports have been used to widen the array of domestic indus- 
tries. Moreover, there has been a rough division of labor between the 
private and public sector, the former concentrating primarily on 
replacing imported consumer goods, the latter on a smaller number of 
capital goods and industrial materials,’® of which the famous steel mills 
and the petroleum refineries are the leading examples. The division 
seems to have been largely determined by scale problems. Undersized 
plants are common in both sectors,’ but since the plant capacity needed 
to reach minimum average cost tends to be less for most consumer 
goods than for producer goods, a given degree of undersize places far 
more consumer than producer goods within the reach of the limited 
capital gathering abilities and derring-do of the private Latin American 
entrepreneur. 

The successive upward price jolts from this pattern of industrializa- 
tion need not necessarily lead to general inflation. Possible offsets are: 
1) Money costs may exceed the social opportunity costs of transferring 
resources to industry, with the net expansion of aggregate output from 
the absorption of underemployed labor and other idle resources by 
industry offsetting the increased money incomes generated. 2) The 
expansion of output and employment may, in turn, reduce the dis- 
equilibrating social forces inhibiting a stabilizing monetary and fiscal 
policy. 3) If the expansion rate can be maintained, the gradual growth 
of internal and external economies should lower unit costs in the 
established industries. 


9A partial exception was the cotton textile industry, which processed local cotton in Brazil 
and Mexico and was also the recipient of substantial tariff protection. Moreover, a degree 
of tariff protection was granted other industries, although tariffs were applied more for revenue 
than for industrial protection. 

10 In Brazil and Mexico foreign enterprises have assumed part of this task. 

11Jn steel only Brazil’s Volta Redonda plant approaches the million-ton capacity judged 
to be the minimum efficient size for basic steel plants. On the relation between unit cost and 
scale in steel, see United Nations, Iron and Steel Transforming Industries in Selected Latin 
American Countries (New York: August 29, 1955), p. 22. However, lack of good quality 
coking coal, a common problem in the Latin American steel industry, is an independent cost- 
raising factor for the Volta Redonda plant. Idid., p. 23. 
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These offsets, however, depend in the first instance on whether the 
enticements to industrial investment result in a sustained rise rather 
than a mere redistribution of over-all investment. The statistical evi- 
dence does indicate a pronounced increase in investment over the 
1930s volume for all three countries, and perhaps also an initial in- 
crease in the rate,’” but it also indicates more shaky aspects of this rise. 
In none of the countries has there apparently been an upward shift 
in the savings function of the propertied classes—a true Protestant 
ethic effect—as distinct from movement along the existing and rather 
flat function."* And the increased investment, concentrated in industry, 
construction, and services, was accompanied—Mexico being a partial 
exception—by a pronounced lag in other key sectors, notably power 
and transport, exports, and agriculture. 

Leads and lags are, up to a point, normal features of growing 
economies. Indeed, the spurt in industrial growth prior to the post-war 
period in all three countries seems to have been facilitated by their 
ability to stretch the use of existing power, transport, and port installa- 
tions. Partial excess capacity in these overhead facilities and surplus 
labor combined to keep capital/output ratios low and falling.’* Stimu- 
lated by war-time balance of payments surpluses and by the earlier 
optimism that inflation was the arcanum of capital accumulation, 
inflation shows demand characteristics in this period. By the post-war, 


12 Reasonably homogeneous national income data are available only from 1939 on (1940 
for Chile). These show, for all three countries, a substantial rise in real volume over the initial 
year, but no marked change in the rate of investment. It seems reasonable, however, to suppose 
that the prosperous 1940's had a higher rate than the depressed 1930's. 

13 The statistical evidence leaves much to be desired. But for Brazil see Economic Development 
of Brazil, pp. 19-21. In Mexico, net investment in manufacturing plant and equipment (exclud- 
ing investments by foreign manufacturing firms and Nacional Financiera) as a percentage of 
manufacturing profits after taxes, averaged 15.8 per cent in 1939-41, 10.2 per cent in 1942-46, 
and 15.7 per cent in 1947-50. For the same three periods, net private fixed investment, includ- 
ing foreign financed investment, averaged 9.7 per cent, 6.5 per cent and 12.3 per cent respectively, 
as a percentage of total profits after taxes. The 27 per cent increase in the ratio between the first 
and last period corresponds to a 46 per cent increase in the share of total profits after taxes in 
net domestic product. Data from Economic Development of Mexico, Statistical Appendix, Tables 
I, 3, 4, 14, 15, 79, 89, 118. In Chile, gross private investment declined gradually as a percentage 
of gross internal product in the post-war period. See Desequilibrios Estructurales Cuadro 2. 

14 The Chilean marginal capital/output ratio, 1.7 for 1940-45, rose to 2.6 for 1946-54. See 
Corporacién de Fomento de la Produccién, Cuentas Nacionales de Chile, 1940-54 (Santiago: 
Editorial del Pacifico, 1957), p. 51. 

For Mexico the ratio, 1.5 for 1940-45, rose to 2.8 in 1946-50, Economic Development of 
Mexico, Statistical Appendix, Table 26. 

In Brazil the average capital/output ratio fell irregularly until 1947-48, when it began a 
slow rise. The post-war ratio, however, is somewhat distorted by the sharp rise in world coffee 
prices which substantially increased the value yield of coffee capital, offsetting in part the 
upward impact on the ratio of shortages in public services and heavier investments to overcome 
these shortages. See Economic Development of Brazil, pp. 22-23, 27. 
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however, the lags had become a chronic threat to industrial growth. 
The post-war rise in capital/output ratios in all three countries was 
largely a composite of power and transport shortages retarding full 
use of industrial capacity, and investments in overhead capital installa- 
tions with their longer payoff periods, to reduce these shortages. 

Fortunately, the favorable post-war trend in exchange earnings miti- 
gated the tautness of the lag between overhead services and industrial 
growth.” The rapid development of motor transport, substituting for 
lagging modernization of the railroads,’® was substantially aided by 
subsidized exchange rates on truck, bus, and petroleum imports.’* The 
chronic tension between low taxes and underpriced service rates ** 
to stimulate private domestic investment and the growing need for 
public overhead investment, was eased somewhat by rising fiscal re- 
ceipts from export taxation. More generally, selectively overvalued 
exchange rates enabled Brazil and Chile to dampen somewhat key 
elements in the “price-price spiral,” to use Hirschman’s phrase,’® such 
as industrial materials, fuels, fertilizer, foodstuffs, and to a lesser 
extent, capital goods.” 

The burden thus put upon foreign exchange was a heavy one. Fuel 
and food imports alone rose by the 1950’s to constitute 36 per cent of 


15 Contrary to the expected for economies shifting from backward agriculture to more modern 
industry, total energy consumption per unit of product fell 20 per cent in Brazil and 13 per cent 
in Chile between 1939-44 and 1950-55. In Mexico there was a less than 2 per cent increase. 
Energy estimates include firewood, and hence are only roughly reliable, but the possible error 
would not reverse the above trends. Between the same two periods, moreover, the percentage 
of total energy obtained via imports—chiefly petroleum—rose from 12 per cent to 32 per cent 
for Brazil and from 27 per cent to 33 per cent for Chile. United Nations, Energy Development 
in Latin America (Geneva, 1957), pp. 140-42, 149-50, 154. 

16 For example, in 1950, 87 per cent of Brazil’s locomotives were over 20 years old, and 
62 per cent over 30 years old. Economic Development of Brazil, p. 137. 

17]n Mexico, a major petroleum producer, the subsidy consisted in unprofitably low prices 
charged by Pemex. 

18 The comparative fall in real electric power rates for industrial users (KW rates + the cost 
of living index) is illustrated by the following: 

(1939 = 100) 
1929 1949 1954 
Rio de Janeiro 152 28 18 
Sao Paulo 107 21 15 
Santiago 131 a 32 
Mexico City —_ 47 62 
United States 98 51 51 
Energy Development in Latin America, p. 41. 

19 Albert O. Hirschman, The Strategy of Economic Development (New Haven: Yale Univer- 
sity Press, 1958), pp. 160-64. 

20 Between 1939 and 1953, Brazilian import prices rose 46 per cent less than the general 
price level. Economic Development of Brazil, p. 16. For the relative distribution of exchange 
rate subsidies in Chile in the early 1950's, see Naciones Unidas, Boletin Econdémico para América 
Latina (Santiago, 1956), I, 49. 
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total Brazilian and 38 per cent of total Chilean imports.”* Only Mexico 
was able to offset balance of payments pressures with moderate import 
controls and widely spaced devaluations. The deterioration of the 
Brazilian and Chilean balance of payments in the 1950’s has been 
much more severe, the efforts to subsidize key items in the price-price 
spiral forcing a sharp cut-back in less essential imports. 

The effect on the distribution of industrial investment in Brazil and 
Chile was necessarily adverse. The encouragement which thin domestic 
markets gave to premature diversification was reinforced by uncer- 
tainties concerning “input-imports,” and by the successive creation of 
small market vacuums by the exclusion of “non-essentials.” Hence, new 
industry both in Brazil and Chile shows a bias toward producing the 
“non-essentials” in grossly undersized operations, often by firms with 
widely variegated product mixes and small through-runs. The tendency 
probably went furthest in Chile, where output curves which rise 
rapidly and then level off like inverted L’s are common, for example, 
in the metal appliance industry.” But a pronounced tendency toward 
undersize, small runs, and excessive variety is also evident in the 
Brazilian metal working industry, despite the larger domestic market.” 
Mexico, with its stronger balance of payments, has been more successful 
in avoiding such extremes of import-substituting industrialization.” 

Nor does it follow that, had Brazil and Chile matched Mexico’s 
exchange policy and moderate inflation, the results would have been 
equally favorable. The Mexican balance of payments has profited from 
two special factors. The first is contiguity to the United States. Net 
tourist income accounted for approximately 4o per cent of Mexico’s 
post-war increase in foreign exchange earnings, with perhaps two- 
thirds of the income earned not by the interior attractions, but by the 


21 
PERCENTAGE OF TOTAL IMPORT EXPENDITURES 


1948-50 1953-54 


Fuel Food Fuel Food 
Brazil 12 16 19 17 
Chile 17 II 17 21 
Mexico 4 4 8 6 
Source: United Nations, Economic Survey of Latin America, 1956 (New York, 1957), pp. 155- 
56, Tables III, IV. 
22 See Desequilibrios Estructurales Cuadro 24, for output trends of an array of appliances 
in the 1950's. 
23 See Iron and Steel Transforming Industries, pp. 1-163 for a detailed survey of Brazilian 
metal working industries as of 1953. 
24 Economic Survey of Latin America, 1956, pp. 143-47. 
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border towns. The contiguous border also facilitated the bracero move- 
ment, a useful alleviative of the employment problem® and a modest 
exchange earner, and access to the U.S. winter market for fruits and 
vegetables, one of the stimuli to recent agricultural expansion in the 
Mexican north. Lacking this locational advantage, the exchange rate 
inducements needed to promote a similar expansion and diversification 
of Brazilian and Chilean exchange earning enterprises would have 
been quite hard to reconcile with industrialization.”* 

The second special factor has been heavy investment in agricultural 
technical assistance and public works—notably in irrigation. This has 
promoted, particularly in the North, a marked expansion of acreage 
and yields, cotton expansion being the most noteworthy. No doubt 
favorable export prospects encouraged post-war public agricultural 
investment. But the investments actually began in the 1930’s when 
export opportunities were dim, as part of the Cardenas agrarian pro- 
gram, that is, at a time when the Brazilian and Chilean middle classes 
were hoping, by means of industrialization, to reduce the social and 
political power of the landed classes. Thus, while agricultural invest- 
ment in Mexico bore the imprimatur of the Revolution, even though 
the new commercial farmers, rather than the ejidetarios, proved to be 
the major beneficiaries, in Chile in particular, ambitious agricultural 
programs have been hard to disassociate from mutual suspicions and 
demands for land reform.*’ 

In any event Mexico’s expanded capacity to import resulted from a 


25 Oscar Lewis considers the bracero movement to have been a major safety valve. “Mexico 
Since Cardenas” Social Research (Spring 1959), 23-26. For a time, movements across the 
Argentine border served on a much smaller scale as the Chilean equivalent of the bracero move- 
ment. This has been thwarted, however, in the 1950's by Argentina’s own accumulating 
economic difficulties. 

26 Less so for Chile, which retarded copper expansion by its excessively discriminatory 
copper exchange buying rate, than for Brazil, whose large share of world coffee output plus 
the price ir iasticity of coffee demand, makes it doubtful that a more favorable export rate 
would have helped much. In both countries, the rate needed to induce a substantial expansion 
of the minor exports, given also the timidity and high profit expectations of domestic producers, 
would have removed one of the major props to industrial expansion. This might draw no tears 
from critics of Latin American industrialization, but the point is that Mexico has been able to 
have it both ways. It has been able to accede to the ideological imperatives (and, I believe, real 
ones as well) for industrialization while developing new sources of exchange with which to 
finance public investment and industrial growth relatively painlessly. 

27 The International Bank-FAO team of technicians to Chile included in their report the 
gratuitous observation that the institutional structure of Chilean agriculture was no obstacle 
to development, evidently in order to overcome the suspicions and with the support of Chilean 
agriculturalists for a proposed jong-term agricultural and transport development plan. See 
IBRD-FAO, The Agricultural Economy of Chile (Washington, 1952). The observation, picked 
up gratefully by spokesmen for the Chilean agriculturalists, has been publicized frequently 
as a definitive expert judgment. But the plan has been dormant for lack of financing. 
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genuine growth and diversification of exchange earning activities, 
while the lesser expansion in Brazil and Chile depended almost ex- 
clusively on favorable movements in the terms of trade of a small 
number of traditional exports. Their more limited ability to dampen 
the domestic price-price spiral by import subsidies was, in addition, 
precariously based on temporary and reversible world primary product 
shortages. 

But perhaps the most serious of the imbalances in Chile and Brazil 
has been the lag of food output behind the expansion of industry and 
other urban activity. This Ricardian problem has received increased 
attention in recent years.”* But, while for Ricardo the problem was one 
of relative prices, in this egalitarian age the effect is inflationary as well. 
In its simplest form,” the relationship is as follows: Stable price ratios 
between industry and agriculture require an expansion of the food sup- 
ply equal to the rate of growth of population plus the increment to per 
capita income times the income elasticity of demand for food. Thus, if 
we take Brazil’s annual population growth of 2.4 per cent and the per 
capita income growth achieved in the first post-war decade, of 3.3 
per cent‘ per annum, an income elasticity of 0.5 would require an 
annual increase in agricultural output of approximately 4 per cent. 
Should output fail to rise at the appropriate rate, food prices begin to 
rise relatively, threatening especially the real income gains of the 
wage-salary classes, given the large share of their income spent on 
food.” Rising food prices are therefore a prime rallying point for 
worker discontent, and the politically practical alternative is either to 
shift the problem to the balance of payments by importing more food, 
or to grant money wage adjustments. If the balance of payments is 
already overburdened, food prices will continue to rise and so will 
money wages, either through direct action or legislative decree.’ The 
price-price spiral will be conjoined to a wage-price spiral as long as 
industrial growth continues. Wage pressures are, however, another 
drag on industrial growth, for despite the inflation, the Ricardian out- 
come, falling relative industrial prices, will ensue as long as money 


28 See, for example, United Nations, World Ecanomic Survey, 1957 (New York, 1958), ch. ii. 

29 That is, disregarding changes in the food basket and assuming a unitary price elasticity. 
If the elasticity is less than 1, the effects outlined world be accentuated. 

30 In relatively high income Santiago, the sample on which the new cost of living index is 
based, indicated that in 1957, Santiagueno blue collar workers spent 57 per cent of their 
income on food and white collar workers, 38 per cent. 

31JIn all three countries, the long-run supply curve for urban undifferentiated labor is 
probably fairly flat due to underemployment, and the rise in money wages would probably 
be considerably reduced in the absence of collective action and wage legislation. 
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wages are tied to a cost of living trend dominated by food prices.*” 
Thus, instead of being able to widen its wage-price margin to compen- 
sate for other cost pressures, industry is hard put to maintain existing 
margins, particularly in labor intensive industries and for non-food 
products catering to low income groups, even though the wage de- 
mands may seek merely to match the food price increases. 

The spiral has been most pronounced in Chile, where agricultural 
output in the past two decades failed to keep up with population 
growth, the slight increase in per capita food consumption resulting 
from a progressive increase in net agricultural imports.** With 1928-37 
as base, Chilean wholesale food prices had by 1952-54, the last post-war 
years of expanding per capita income, risen 60 per cent more than 
industrial prices. The percentage has since fallen somewhat, the 
consequence apparently of a drop in per capita income and a sharp 
relative rise in import costs which has removed much of the hidden 
import subsidy to industy.™ 

The same pattern, less accentuated, has been observable in Brazil. 
Between 1939 and 1953, agricultural prices, excluding export crops, 
rose 39 per cent more than industrial prices.*° In the same period, agri- 
cultural output rose at an annual 1.8 per cent rate compared to an 
annual population increase of 2.4 per cent, though the exclusion of 
export crops raises the output rate to 2.6 per cent. As a consequence, 
Brazil also changed from a net food exporter to a net importer.** The 
reserve of virgin forest, however, has permitted the soil consuming 
slash and burn agriculture to expand in the post-war period, the 
annual output rate rising to 3.5 per cent.* Indeed, to promote expansion 
of wheat, a major foreign exchange consumer, the government lavishly 
outdid the market, offering minimum price guarantees equivalent to 





32 See Desequilibrios Estructurales for an algebraic demonstration of this outcome. 

33 Per capita agricultural output apparently dropped 14 per cent between 1940-41 and 
1956-57. Food consumption per head probably rose slightly, although with massive shifts 
among protein foods, meat consumption dropping significantly, but milk and fish consumption 
per head rising. See Desequilibrios Estructurales Cuadro 8, and United Nation-FAO, The Selec- 
tive Expansion of Agricultural Production in Latin America (1957), Table 41. 

34 See Desequilibrios Estructurales Cuadro 11. Apart from one very favorable harvest, 1957-58, 
there has been no notable acceleration of agricultural output to account for the relative price 
reversal. 

35 Economic Development of Brazil, p. 16. The export crops, coffee, cacao, and cotton, 
rose 115 per cent more than industrial prices. 

36 [bid., p. 75, Table XXI. Selective Expansion of Agricultural Production, p. 32. Table 1. 

37 This was accomplished with no increase in per hectare yields. Economic Survey of Latin 
America, 1956, Table 116, p. 173. For a pessimistic appraisal of the prospects for continuing 
slash and burn agriculture, see Preston James, “Brazilian Agricultural Development” in Simon 
Kuznetz ed., Economic Growth: Brazil, India, Japan (Durham: Duke University Press, 1955). 
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four dollars per bushel.** Nevertheless, the record has been poor for 
income elastic items such as milk and meat, whose per capita output 
declined in the past two decades, so that as in Chile, meat prices rose 
substantially more than other food prices.” 

With its greater agricultural expansion, Mexico has been able to 
minimize this food-wage-price spiral, although the expansion has been 
less impressive for the popular staples, corn and beans, and for milk 
and meat, than for wheat and industrial crops. In food, Mexico also 
became a moderate net importer in the post-war period, but this was 
more than offset by greater export of industrial crops.*° Food prices, 
with the major exception of meat, did not rise relative to industrial 
prices. This may not only help explain the relative moderation of 
Mexico’s inflation, but also why, with this more moderate rate, the 
profit share in Mexican national income rose markedly, whereas the 
more severe Chilean and Brazilian inflations seem to have had relatively 
little impact on the relative profit share. 


IV 


Chile, in the 1950’s, illustrates the final denouement, when the lead- 
lags all turn into vicious circles. During 1953 to 1955, while inflation 
rose rapidly, per capita industrial and gross domestic product began 
falling. Credit controls and a partial wage freeze, instituted in 1955, 
succeeded in cutting the inflation from an 80 per cent to a 20 per cent 
rate by 1957, despite a series of substantial devaluations. But neither 
this nor a renewed rise in the rate of inflation in 1958 succeeded in 
halting the downward trend in production and employment.** 

Tie unexecuted portion of the government’s stabilization program 
is also revealing. This included tax increases, the incidence to fall on 
the wealthier classes, a streamlining of government administration and 
a retrenchment of welfare and subsidy expenditures to eliminate the 
deficit while freeing a higher share of fiscal resources for public in- 
vestment. The attempt was a failure. Thus, hemmed in by the mer- 
cantilist-welfare state cleavage, with an entrepreneurial class reacting 
torpidly to the price signals being flashed by the structural imbalances, 


38Jimmye S. Hillman, “Some Aspects of Brazilian Agricultural Policy,” Inter-American 
Economic Affairs, X11 (Summer, 1958), 17. 

39 Selective Expansion of Agricultural Production, pp. 24, 54. 

40 Thid., p. 26, 32. 

41 For a detailed description, see David Felix, “Structural Imbalances, Social Conflict and 
Inflation: An Appraisal of Chile’s Recent Anti-Inflationary Effort.” To appear in a forthcoming 
issue of Economic Development and Cultural Change. 
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the authorities understandably have been looking to Washington and 
foreign investors for succor. The intensification of inflation and of 
pleas for foreign aid are both reliable indicators of worsening economic 
difficulties in Latin America. 

Is it rash pessimism to foresee a similar fate for Brazil’s post-war 
boom? The agricultural lag has been less pronounced than in Chile, 
and the internal market has given greater scope to import substituting 
industrialization. Thus, the slowdown in consumer goods output in 
the past few years has been partially compensated by the continuing 
expansion of the metallurgical industry, which has moved, heavily 
aided by foreign investors, to the production of simpler types of 
capital goods. Nevertheless, the progressive slackening of industrial 
and aggregate growth, worsening inflation, the downward trend in 
Brazil’s terms of trade and value of exports, and the rising burden of 
debt service, is scarcely propitious.‘ One may read in the coffee grounds 
of recent Brazilian economic history at least the possibility of an im- 
pending period of travail not unlike Chile’s. 

Thus, to refer back to the introductory section, this is a pessimistic 
cost-push thesis, qualified, one must add, by a healthy respect for 
history’s caprices. These include not only the chance of sudden power 
shifts to break the policy impasse in the beleaguered countries, or a 
new world primary product boom to reduce the need for such shifts, 
but also a sharp increase in American largesse to tide matters over until 
either of the first two alternatives occur. Mention in this regard should 
be given the efforts of the International Monetary Fund, which, since 
its formation, has been diligently urging Brazil, Chile, and other 
wayward Latin American countries to put their monetary and fiscal 
houses in order. At first the missionary work met with polite disregard. 
But in the past few years, armed with its standby loans and the im- 
plicit backing from Washington’s more ample coffers, the Fund has 
managed to elicit promises from a number of exchange-short, inflation- 
ridden countries, to give credit controls, devaluation, and budget bal- 
ancing a more vigorous try.** The Fund officially, at least, sees the 
problem as one of excess demand.“ It probably has no option. It 





42 The foreign.debt service for 1959 is $320,000,000, or almost 25 per cent of Brazil’s average 
annual export earnings in 1956-58. See The New York Times, June 12, 1958. 

43 Argentina and Chile are leading examples among the industrializing countries, with Brazil 
now under heavy pressure to take the plunge. 

44 See, for example, the observations in the Report of the Managing Director of the Fund to 
the 27th session of the Economic and Social Council. International Financial News Survey, X1 
(April 10, 1959), 312-13. 
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could not advise Chile and Brazil to relocate on the borders of the 
United States, nor evoke the cohesiveness of a successful revolutionary 
heritage. And it can only insinuate against the distortions of mer- 
cantilist industrialization or of the welfare state. Hence, while this 
paper has presented a cost-push view, it would be uncharitable not 
to hope that, until the next primary product boom eases matters, the 
Fund and its silent partner, the United States, will pump enough funds 
into these beleaguered economies to offset the more critical structural 
imbalances and so prove the demand inflation thesis correct. 


Davo Fexix, Wayne State University 





Small Industry in Underdeveloped Countries 


N historical studies of industrialization prominent attention is 

usually given to the development of large-scale industry and when- 
ever small industry is considered at all, it is usually introduced only as 
the starting point of, or a contrast to, large industrial enterprises. This 
concern with large industry also predominated in the earliest post-war 
discussions on the economic development of underdeveloped countries 
and from this period stem the famous and often ridiculed schemes of 
giant steel plants and other large industrial establishments in little- 
advanced countries. During the last few years, however, the general 
climate of opinion has changed and increasing attention has been paid 
to small scale and even cottage industries. This has been especially 
pronounced in the countries of southern and southeastern Asia and 
is strongly supported by various studies and conferences of the Eco- 
nomic Commission on Asia and the Far East and other organizations 
associated with the United Nations operating in this part of the world. 

Much of the literature resulting from this increased interest in cot- 
tage and small-scale industries deals with immediately practical ques- 
tions relating to such problems as how to improve the design of 
products turned out by small industries; how to induce small industrial- 
ists to produce for export; how to provide more adequate credit for 
small industry; and how to fit the development of small industries 
more adequately in the large development plans of national govern- 
ments. Yet all these proposals, narrow as they may be at times, are 
based ultimately on some more general theoretical propositions con- 
cerning the place and economic performance of small industries in the 
process of industrialization. I shall survey a few of these general proposi- 
tions in the remainder of this paper with the hope of arriving at a 
clearer understanding of the conditions under which small industries 
originate and survive in the process of industrialization in general and 
in the densely populated countries of southern and southeastern Asia 
in particular. 
~ What is a “small-scale industry”? It is doubtful whether a definition 
can be arrived at which will apply with equal validity to the economi- 
cally most advanced and the economically underdeveloped countries. 
A firm which in the United States would be regarded as “small busi- 
ness” may nevertheless, in terms of fixed investment and employment 


of labor force, be of such size as to be a “large-scale enterprise” in 
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some countries of Asia. In order to avoid these difficulties which derive 
primarily from differences in industrial organization of countries at 
different levels of economic advancement, it is proposed that for the 
purposes of this paper all firms employing fewer than fifty persons 
be classified as small-scale industry. Firms employing fifty persons and 
more will then be considered medium- and large-scale plants. Within 
small industry, there is a further subgroup of minute or dwarf enter- 
prises which provide employment for not more than five persons al- 
together, and which have a number of problems normally not shared 
by enterprises employing six persons and more. I shall designate these 
minute firms as “dwarf industries” or “handicraft shops.” * 

Using this distinction between dwarf industry, small industry, and 
medium and large industry, I have presented in Table 1 some compara- 





TABLE I 


SHARE OF INDUSTRIAL LABOR FORCE (INCLUDING MINING AND 
CONSTRUCTION) IN SMALL AND DWARF ENTERPRISES 
Per Cent PerCent Per Cent 
in Firms in Firms in Firms 


Total Labor with 1-5 with 6-49 with 1-49 
Country Year Force Workers Workers Workers 


(1) (2) (3) (4) (5) 


. Austria 1930 936,623 30.9 26.8 57.7 
. Austria 1954 1,166,358 13.4 (e) 28.1 (g) 41.5 
. Belgium 1947 1,189,291 (c) 8.1 27:2 35.3 
. France 1906 6,130,977 51.9 18.7 70.6 
. Norway 1953 428,455 14.1 (e) 37.2(g) 51.3 
. Sweden (a) 1954 616,461 (c) n.a. (i) n.a. (i) 28.9 
. Switzerland 1955 1,143,735 12.6 31.1 43.7 
. Germany 1882 5,933,663 55.1 18.6 73.7 
4 1895 8,000,503 39.9 23.8 63.2 


I 
3 
3 
4 
5 
6 
z 
8 
9. 


1JIn classifying industrial enterprises by size various criteria may be used. One is the amount 
of fixed assets, another the value of annual production and a third the number of employees. 
Each of these criteria of classification has some advantage- and some drawbacks. We have used 
the number of persons occupied in a firm, since these data are more readily available than others, 
and since they have already been used as criteria of plant size in’ earlier debates, e.g., that 
between Eduafd Bernstein and Karl Kautsky on the question of “concentration of capital” 
under German capitalism; and in that between Alexander Gerschenkron and David Landes on 
the relative significance of large and small enterprise in early 20th century Germany and 
France. On these debates see: Eduard Bernstein, Die Voraussetzungen des Sozialismus und die 
Aufgaben der Sozialdemokratie (Stuttgart: J. H. W. Dietz Verlag, 1899), pp. 55-61; Karl 
Kautsky, Bernstein und das Sozialdemokratische Programm (Stuttgart: J. H. W. Dietz Verlag, 
1899), pp. 55-68; Alexander Gerschenkron, “Social Attitudes, Entrepreneurship and Economic 
Development,” Explorations in Entrepreneurial History, V1 (Oct. 1953), 1-19; David Landes, 
“Social Attitudes, Entrepreneurship, and Economic Development: A Comment,” Explorations 
in Entrepreneurial History, V1 (May 1954), 245-72. As becomes clear, especially from the 
debat: between Gerschenkron and Landes, we must count among the “persons employed” in these 
small firms not merely the hired operatives, but also the owner 2nd his family members who 
work in the shop. In this manner we find firms employing only one person, i.e., the owner 


himself, 
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TaBLe 1 (Continued) 


Per Cent PerCent Per Cent 

in Firms in Firms in Firms 

Total Labor with 1-5 with 6-49 with 1-49 

Country Year Force Workers Workers Workers 


(1) (2) (3) (4) (5) 


10. 1907 10,852,873 29.5 25.0 54.5 
II. 1925 12,704,135 22.3 22.8 45.1 
12. 1933 9,152,201 33-6 21.6 55.2 
13. (Federal Repub.) 1950 8,884,458 15.2 (e) 28.4(g) 43.6 
14. Japan (b) 1920 4,565,230 55.6 14.5 70.1 
15. “  (b) 1930 45432,530 52.9 17.1 70.0 
-_ " ae 1939 4,950,881 (d) 23.5 29.1 52.6 
7 “ (b) 1955 5,516,928 10.0 (f) 40.6 (h) 50.6 


Notes: (a) Industry and mining only 
(b) Industry only 
(c) Employees only, excluding self-employed and employers 
(d) Employers, self-employed and members of owners family included in smallest size 
only; in all larger size firms employees only 
(e) Firms with 1-4 persons 
(f) Firms with 1-3 persons 
(g) Firms with 5 to 49 persons 
(h) Firms with 4 to 49 persons 
(i) Data not available 


Sources 

Line 1: Germany, Statistisches Reichsamt, Statistisches Jahrbuch fiir das Deutsche Reich, 
1938 (Berlin: Verlag Paul Schmidt, 1938), pp. 148-49. 

Line 2: Austria, Statistiches Zentralamt, Statistisches Handbuch fiir die Republik Oesterreich, 
1958 (Vienna: Oesterr. Staatsdruckerei, 1958), p. 65. 

Line 3: Belgium, Ministére des Affaires Economiques, Annaire Statistique de la Belgique et du 
Congo Belge, 1957 (Brussels: Institut National de Statistique, 1957), pp. 188-89. 

Line 4: David S. Landes, “Social Attitudes, Entrepreneurship and Economic Development,” 
Explorations in Entrepreneurial History, V1 (May 1954), 268. 

Line 5: Norway, Statistisk Sentralbyri, Statistisk Arbok for Norge, 1958 (Oslo: Statistisk 
Sentralbyr4, 1958), p. gt. 

Line 6: Sweden, Statistiska Centralbyran, Statistisk Arsbok for Sverige, 1957 (Stockholm: 
Statistiska Centralbyrin, 1957), pp. 124-25. 

Line 7: Switzerland, Statistisches Amt, Statistisches Jahrbuch der Schweiz, 1957 (Bale: 
Verlag Birkhauser, 1957), p. 147. 

Lines 8-10: Werner Sombart, Die deutsche Volkswirtschaft im XIX. Jahrhundert (gth ed., 
Berlin: Georg Bondi, 1913), p. 505. 

Line 11: Germany, Statistisches Reichsamt, Statistisches Jahrbuch fiir das deutsche Reich, 
1931 (Berlin: Reimar Hobbing, 1931), pp. 82-3. 

Line 12: Germany, Statistisches Reichsamt, Statistisches Jahrbuch fiir das deutsche Reich, 
1938 (Berlin: Verlag Paul Schmidt, 1938), pp. 146-47. 

Line 13: German Federal Republic, Statistisches Bundesamt, Die nichtlandwirtschaftlichen 
Arbeitsstatten in der Bundesrepublik Deutschland nach der Zahlung vom 13. 1X. 1950 (Stuttgart: 
W. Kohlhammer, 1952), pp. 52-3. 

Lines 14-15: Teijiro Uyeda, The Small Industries of Japan (Shanghai: Kelley & Walsh, 
Ltd., 1939), p. 8. 

Line 16: Edwin L. Reubens, “Small-Scale Industry in Japan,” Quarterly Journal of Economics, 
LXI (Aug. 1947), 587. 

Line 17: Economic Planning Board, “‘Statistical Analysis of Medium and Small Enterprises 
in Japan,” Asian Affairs, 1 (June 1957), 207. 





Industry in Underdeveloped Countries 603 





tive cross-sectional and historical data on the shares of the total industrial 
labor force in plants of different size. Let us first examine the upper 
half of the table, which shows the share of workers in dwarf and small 
industries in various postwar years in several European countries. In 
general between 12 and 15 per cent of the labor force was engaged in 
handicrafts establishments and around 25 to 35 per cent in small 
industry. All establishments with a labor force below 50 workers em- 
ployed roughly between 40 and 50 per cent of the total labor force 
in industry.” In other words, we find that in postwar European coun- 
tries small industry plays as yet a rather important role, though its 
importance varies from one industry to another. In general the pro- 
portion of the labor force in small industry is significantly higher than 
the national average in the food processing, leather, construction, metal 
fabrication and machinery industries, and significantly lower in textiles, 
mining, basic metal production, paper and chemical industries. In 
other words, the “heavy” industries have, on the whole, considerably 
larger establishments than the “light” industric: 

Of even greater interest than the cross-national comparison of the 
relative share of small industry in the post-war labor force of European 
countries is its development over a long period. I have also assembled 
mainly in the lower part of Table 1 some historical data: an estimate 
for France in 1906, two estimates for Austria in 1930 and 1954, and 
two series of estimates for Germany, stretching over almost 70 years 
and Japan covering 35 years. Let us examine these last two series more 
in detail. We find that in the earliest years for which data are available 
handicrafts or cottage industry provided for about half the persons 
active in industry and that this proportion declined—in Japan appar- 
ently more rapidly than in Germany—to somewhat above 10 per cent 
of the total industrial labor force. (The figure for Japan for 1955 is 
exactly 10 per cent, but this is doubtless due to the fact that the most 
recent Japanese statistics make a breaking point for firms employing 


2 As can be seen from Table 1, the only two countries which do not fall in this class in recent 
years are Belgium and Sweden. The departure of the Belgian figures, especially the low propor- 
tion of persons in dwarf enterprises, can be explained by the fact that Belgian statistics 
contain only the number of employees and not also those of owners or employers, whose 
number would be especially important in handicraft enterprises. All enterprises employing only 
one person, the owner, are excluded from the Belgian total. The same consideration applies 
to the Swedish figures, and moreover, the Swedish statistics do not include the construction 
industry, which typically has a relatively large share of minute and small enterprises. There is 
little doubt that if Belgian and Swedish data were fully comparable with those of other countries, 
we would find the same approximate distribution of the industrial labor force as in Austria, 
Norway, Switzerland, or the German Federal Republic. 
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not more than three, rather than not more than five persons.) In 
other words, cottage and handicraft industries show a definite and 
constant decline, and though they do not entirely disappear, they tend 
to become a rather insignificant sector of industrial production. The 
same trend as that exhibited in Japan and Germany is also shown by 
the Austrian series. 

While the declining trend in handicraft and cottage industries is 
clearly marked, the small industries show at first a rise in their relative 
importance, and later a surprising stability. In Germany and Austria 
they continue to employ between a fifth and a fourth of the industrial 
labor force, whereas in Japan they employ in the later period between 
a third and two fifths of this labor force. If we combine the two size 
classes, we find that the labor force in industrial enterprises with less 
than 50 workers tends to decline from around 70 per cent to between 
40 and 50 per cent in recent years. In this connection the figures for 
France in 1906 appear to be instructive, for this country in its industrial 
labor force distribution approaches a situation approximated by Ger- 
many almost 25 years earlier, and similar to that of Japan in 1930. 

How can we explain the trends suggested by these figures? In par- 
ticular, how can we explain the relatively larger share of small industry 
in Japan as compared with European countries at a time when its 
cottage industry has declined to a significance commensurate with that 
of Europe? Finally, what do the trends exhibited by these figures, and 
notably the development for Japan, suggest for the place of cottage and 
small industries in the underdeveloped countries of South and South- 
east Asia? 

It is probably not necessary to comment on the rapid decline of 
handicraft and cottage industries. These industries have been unable 
to withstand the competition of larger, normally more mechanised 
establishments and hence have been able to maintain themselves only 
in a few branches in which either special skills, usually of an artistic 
nature, or special customer services (as in repair services or custom- 
made commodities) are important. It is the decline of handicrafts and 
cottage industries that accounts primarily for the decline of the share 
of the industrial labor force in enterprises providing work for less than 
50 persons. In part this decline may also be attributed to the general 
shift in the composition of industrial output in countries experiencing 
economic development. This shift has been described by Walther Hoff- 
mann who has shown that there is a gradual secular decline in the 
share of consumers’ goods (light) industries and an increase in pro- 
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ducers’ goods (heavy) industries.* And, as already stated, the relative 
significance of small industry is substantially greater in the light than 
in the heavy industries. 

. Of greater interest than the explanation of the reasons for the decline 
of dwarf industries, is the divergent development of small industry, 
employing 6 to 49 persons, in Germany and in Japan. In Germany the 
proportion of the labor force in small industry increased from 18.6 per 
cent in 1882 to 25 per cent in 1907, and thereafter began to decline, 
falling to almost 20 per cent in the late 1930’s. Our figure for 1950 
shows again an increase of the share of small industry to 28.4 per cent. 
But 1950 was surely not a typical year. German industrial production 
was still badly disorganized from the war and the postwar inflation, 
and many large industries were operating at less than full capacity. 
Unfortunately we do not have comparable data for a later year in 
Germany. For although there has been an industrial census in 1956 
which showed that 12.3 per cent of the industrial labor force was em- 
ployed in establishments with less than 50 persons,’ this figure is not 
comparable with earlier data, since all establishments designated as 
handicrafts (Handwerk), were omitted from the 1956 census though 
included in earlier German censuses of manufactures. Considering 
the over-all employment in handicraft shops in postwar western 
Germany, we may assume that again approximately 20 per cent or 
perhaps even a little less, of the total industrial labor force were en- 
gaged in establishments with 6 to 49 workers. 

In Japan, however, the share of the industrial labor force in small 
firms had risen to over 40 per cent in 1955. Students of the Japanese 
economy agree that small industry is likely to maintain a place of 
importance for some time to come.’ The strength of the small Japanese 
industries is also confirmed by the fact that whereas the total number 
of employees in Japanese industry increased by 29.5 per cent between 
1950 and 1955, employment in firms with over 200 operatives increased 
by only 17.9 per cent, and employment in firms with 4 to 49 persons 
increased by 33.4 per cent.° In other words, Japanese industry shows 


3 Walther Hoffmann, Stadien und Typen der Industrialisierung (Jena: Verlag Gustav Fischer, 
1931), pp. 134-58. 

4 See Germany, Statistisches Bundesamt, Statistisches Jahrbuch fir die Bundesrepublik Deutsch- 
land, 1958 (Stuttgart: W. Kohlhammer GMBH, 1958), p. 182. 

5 See Edwin P. Reubens, “Small-Scale Industry in Japan,” Quarterly Journal of Economics, 
LXI (Aug. 1947) 601; Asia Kyokai, The Smaller Industry in Japan (Tokyo: Asia Kyokai, 1957), 
passim. 

8 Economic Planning Board, “‘Statistical Analysis of Medium and Small Enterprises in Japan,” 
Asian Affairs, 1 (June 1957), 207. 
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the rather unusual feature of smaller plants growing faster than large 
ones in a period of rising economic prosperity. Such a development 
has taken place in European countries only in periods of depression, 
as is evidenced by comparison of the German figures for 1925 and 
1933. 

Both Marxian and non-Marxian economists in Japan have put for- 
ward explanations for the vigor of small industry in Japan. The former 
attribute it to the only half-accomplished bourgeois revolution under 
the Meiji and the latter to the lack of a stable, large and uniform 
demand for many commodities turned out by Japanese industry which 
makes investment in Jarge-scale plant and machinery too risky. Neither 
explanation appears satisfactory. The former is merely an unthinking 
application of some Marxian concepts, the latter stresses only one of 
the conditions favoring the existence of small industry, but does not 
explain its growing strength and importance. The indispensable feature 
in Japanese society, which made the continued survival of small in- 
dustry possible, is a characteristic of Japanese social structure which 
may well be regarded as a survival from a pre-industrial era. This 
feature which has become fully adjusted to industrial society is the 
oyabun-kibun, or as it has also been called, the boss-henchman system. 
We have two excellent descriptions of how this system works, one 
dealing with the iron foundry industry and the other with the lumber 
industry.” The system is based upon the central position occupied by a 
person who performs all the co-ordinating functions for the many 
smaller entrepreneurs in a given industry in any one place. He supplies 
raw materials, he mediates credit, he takes care of the marketing 
channels and he allocates orders among the various small firms. The 
Marxian interpreters of Japanese capitalism have, of course, observed 
this form of industrial organization and, as they labor under the com- 
pulsion of describing all phenomena in terms of Marxian categories, 
they describe it variously as a form of putting-out system or the survival 
of commercial capitalism which intervenes between genuine large- 
scale industrial capitalism and the small industrialist. The position of 
these local bosses in a number of industrial lines has led to a sharp 
regional concentration of certain small industries and the system of 





7 See John Pelzel, ‘The Small Industrialist in Japan,’ Explorations in Entrepreneurial History, 
VII (Dec. 1954), 79-93; John W. Bennett, “Economic Aspects of a Boss-Henchman System in 
the Japanese Forestry Industry,” Economic Development and Cultural Change, VII (Oct. 1958), 
13-30. 

8 See Keizo Fujita, “Management Structure of Small and Medium Enterprises,” Asian Affairs, 
II (June 1957), 127-28. 
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interdependence among small firms has become highly elaborate. This 
may be illustrated by the bicycle industry in Sakei City, near Osaka, 
where different small manufacturers each producing a different part 
of bicycles, such as handlebars, wheelrims, hubs, spokes, etc., interact 
to supply producers of the finished commodity.” 

Ultimately the integration of small industry into the over-all process 
of industrial production of Japan depends upon subcontracting. The 
middlemen who boss the small industrialists are, in turn, dependent 
upon larger enterprises who often maintain the same boss-henchmen 
relationship with regard to these middlemen as the latter vis-a-vis their 
“clients.” Thus the survival of small industry in Japan is the outcome 
of a highly complex and hierarchical social structure within industrial 
production, and presents a feature of industrial organization which is 
probably not approximated in any western country.’ We must bear 
in mind this socio-structural peculiarity of Japanese industrial organi- 
zation, since it appears to be unique not only with reference to western 
countries, but also with reference to other Asian countries which share 
one additional aspect with Japan which tends to favor small industry: 
the high density of population, and especially the large proportion of 
densely settled agricultural areas. 

This relative distribution of productive factors, sometimes designated 
as the man-land ratio, is represented more accurately by the relative 
ratio of human to non-human resources available for production. It 
appears to be the chief “natural” factor responsible for the ubiquity of 
small industry in Japan and other Asian countries which show similar 
population densities. Small industry is usually much more labor-inten- 
sive than large industry. In addition, incremental capital coefficients 
appear to be somewhat lower in small than in large enterprises. In 
view, therefore, of the relative abundance of labor and the relative 
scarcity of capital a smaller size of the average industrial enterprise, 
than that found in the more advanced western countries, appears to 
correspond quite adequately to the relative factor scarcities character- 
istic of the densely populated countries of Asia. The small industrial 
enterprises, moreover, have lower average wage costs than large enter- 
prises, a factor which in view of the relatively high labor-intensity of 


9See Tokijiro Minoguchi, “Productivity and Wage Problem of Japan’s Medium and Small 
Manufacturing Enterprises,” Asian Affairs, Il (June 1957), 147-8. Minoguchi also describes a 
similar situation for the sewing machine industry on p. 148. 

10 See also Charles S. Hatton, The Position of Small Industry in Japan, cited in Henry 
Rosovsky, Japanese Capital Formation 1868-1940, unpublished doctoral dissertion, Harvard 
University, 1959, p. 349. 
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Asian industry is an important factor influencing costs of production.” 
Finally costs of production in small enterprises in most Asian countries 
are lower because various welfare expenses, which are imposed by law 
on firms employing more than a certain minimum number of persons, 
do not apply to them. All these factors jointly tend to make small enter- 
prises attractive in an environment in which the supply of labor is 
large and, within a wide range, almost perfectly elastic. 

The establishment of small industries in newly developing couritries 
results in creating a manufacturing sector which, in terms of wages, 
productivity of labor, and capital structure is divided into two branches. 
One branch encompasses the large modern factory establishments, and 
the other embraces small plants often using highly labor-intensive 
methods and exhibiting a level of productivity which stands in sharp 
contrast to that of large industry. It is very difficult to adduce precise 
quantitative data for these differences, because the statistical study of 
the economic conditions of small industries in many little developed 
countries is very poor. Hence we must make the most of the very few 
figures which have become available. 

In a recent essay, Simon Kuznets has developed a procedure for 
inter-sectoral comparison of productivity per worker. Kuznets was 
interested in developing a yardstick, rough as it had to be considering 
the rather inadequate refinement of available data, to compare product 
per worker in agricultural and non-agricultural branches of production 
in a large number of countries. I have used the same procedure to 
construct Table 2. Kuznets’ method and possible inaccuracies resulting 
from the inadequacy of raw data have been described by him in detail, 
and the findings presented here are subject to approximately the same 
degree of error as those presented by him for the larger sectors.’ 

The entries in Table 2 are based on the assumption that if produc- 
tivity in all branches of industry is approximately equal, all figures 
should be equal to or near unity. For assume that the proportion of 
total output of small industry is, say, 30 per cent, and the proportion 
of the labor force in small industry, say 50 per cent, product per worker 
equals .60 of the industry-wide product per worker, (that is, 30/50). 





11 See Bert F. Hoselitz, “Population Pressure, Industrialization and Social Mobility,” Popula- 
tion Studies, X1 (Nov. 1957), 131-3. 

12 See Simon Kuznets, “Quantitative Aspects of the Economic Growth of Nations: II, Industrial 
Distribution of National Product and Labor Force,” Economic Development and Cultural 
Change, V (July 1957), Suppl. 32 ff. The method employed in Kuznets’ computations and the 
limitations of raw data, as well as the possible errors and degree of confidence one may attribute 
to the statistical findings are presented om pp. 33-4. 
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TABLE 2 


LABOR PRODUCTIVITY IN INDUSTRY AND AGRICULTURE, JAPAN AND 
NORWAY, POST-WAR YEARS 


Small Large 
Industry Industry Non-Agri- 
(1-49 (50+ Ss cultural 
Country Workers) Workers) Production 
(S) (L) (non-A) 


(1) (2) (5) 


Japan (a) 1950 0.62 1.37 " 1.47 
(b) 1950 1.06 
Norway (a) 1950/52 0.77 1.24 : 1.15 
(b) 1950/52 1.10 
Notes: (a) including unpaid family members 
(b) excluding unpaid family workers 


Sources For Columns (1) to (3) 
Japan: Economic Planning Board, “Statistical Analysis of Medium and Small Enterprises,” 
Asian Affairs, 1 (June, 1957), 207-09. 
Norway: Statistisk Sentralbyr3, Statistisk Arbok for Norge, 1958 (Oslo: Statistisk Sentralbyra, 
1958), p. 91. 
For Columns (4) to (6) 
Simon Kuznets, “Quantitative Aspects of the Economic Growth of Nations, II” Economic 
Development and Cultural Change, V (July 1957), Suppl. 97-98. 


If in the same country large industry produces 70 per cent of total 
output and employs 50 per cent of the labor force, per worker product 
in large industry is 1.4 the industry-wide product per worker. It also 
follows that product per worker in small industry is 0.6/1.4 or 0.43 
times the product per worker in large industry. In other words, product 
per worker in small industry is less than half the product per worker 
in large industry. 

Table 2 presents data for two countries, Japan and Norway. The 
first three columns of the table show relative productivity per worker 
in small and large industry (“large industry” is defined, for purposes 
of this table, as consisting of plants with 50 workers and more), and 
the last three columns of the table present corresponding data from 
Kuznets showing the relative productivity per man in the agricultural 
and non-agricultural sectors. A comparison of the first three and last 
three columns of this table shows that small industry in the two coun- 
tries is closer in terms of productivity of labor to agriculture than to 
the non-agricultural sector of the economy. (In both Norway and Japan 
productivity per worker in service industries is virtually equal with 
productivity per worker in manufacturing, so that we may use average 
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productivity of labor in manufacturing as representative of productivity 
in the entire non-agricultural sector.) 

The fact that productivity in agriculture is lower than in industry 
and services is not surprising. But it has also been found that the ratio 
in productivity between agriculture and non-agricultural production 
tends to narrow as per capita national product increases. In other words, 
in the wealthier countries, productivity in agriculture and in non- 
agricultural production, are closer to the national average than in 
poorer countries. Moreover the tendency of greater disparity in pro- 
ductivity between agriculture and non-agricultural production with 
falling per capita income is enhanced if unpaid family members are 
included in the labor force. This again is not unexpected for it is well- 
known that especially in the poorer countries a relatively larger pro- 
portion of unpaid family members are active in farming than in 
industry or services. 

The differences in productivity between large and small industry 
may be subjected to analogous reasoning. Unpaid family labor is more 
important in small handicraft shops than in large industrial establish- 
ments. Moreover, as per capita income rises technological procedures in 
smaller enterprises tend to become more mechanized and the great 
gap in technology so characteristic between large and small plants in 
underdeveloped countries becomes less visible. How wide the dis- 
parities in labor productivity may be in an underdeveloped country is 
shown by some rather crude figures which I have computed from 
various published and unpublished Indian sources. According to these 
computations productivity per worker in the small cottage industries 
was 0.18, or less than one-fifth, of that in large-scale factory industry. 
This discrepancy is considerably greater than that between the agri- 
cultural and non-agricultural sectors as whole, since productivity in 
the former was somewhat more than two-fifths (0.42) of productivity 
per worker in the latter.”® 

These facts appear to constitute a serious indictment against small 
industry as one of the avenues of economic development in the poor, 
densely populated countries of Asia. If small industry is not more pro- 
ductive than agriculture, a shift of the working population from agri- 
culture to small industry may produce the appearance of more employ- 
ment, but does not constitute a shift from a less productive to a 
significantly more productive form of work. Yet, there are a number 
of advantages in small industry which are hidden by the gross, all- 





13 Kuznets, “Quantitative Aspects,” p. 97. 
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embracing figures that were presented on the basis of published statis- 
tics in Table 2. The explanation for the low average productivity of 
small industry in underdeveloped countries is the heavy weight exerted 
by cottage enterprises and dwarf establishments in these averages. These 
firms are usually not mechanized, they use simple hand tools com- 
parable to the primitive ploughs and yokes of the peasant, they produce 
often only intermittently, and a large proportion of their output is of 
poor quality and indifferent workmanship. 

A significant step forward is achieved when the small cottage or 
handicraft shop becomes mechanized and expands its work force above 
the size of the dwarf firm of four or five operatives. From this point 
on expansion of the enterprise towards medium size is possible, though 
in this situation the availability of entrepreneurial talent and capital 
for investment in expansion of plant takes on strategic importance. It 
is not easy to bring to bear valid evidence for the superiority of small 
mechanized plants over the minute handicraft establishments, since 
empirical investigations are almost unavailable. I know of only one 
study, recently completed in Delhi, which presents reliable data on the 
comparative economic performance of dwarf and somewhat larger 
establishments in several industries."* On the basis of this study, which 
bears careful examination by anyone interested in the economics of 
small-scale production, two facts are particularly noteworthy. If we 
measure productivity by the net value added per worker, we find that 
out of eleven industries in which there are comparable figures for 
small units (employing up to” ‘orkers) and larger units (employing 
more than 1o but not more than «xv workers), seven industries show 
greater value added per worker in the larger than in the smaller units. 
In some cases the differences are considerable, for example, in flour 
milling value added per worker in the larger establishments is Rs. 
3302 per year as against Rs. 857 in the smaller plants. The correspond- 
ing figures for leather footwear production are Rs. 3367 as against Rs. 
954, and for electrical goods manufacture Rs. 3787 as against Rs. 650. 
However, in four industries, printing, manufacture of soap, of drugs 
and foundries, value added per worker is higher in the small than in 
the bigger firms. This finding appears to point to the fact that in these 
industries—at least under Indian conditions—economies of scale require 
a plant size above 20 workers. A further point presented by Dhar which 
appears to support the proposition of the superiority of larger mechan- 
ized as against the smaller handicraft units, is a comparison of net 

14P, N. Dhar, Small-Scale Industries in Delhi (Bombay: Asia Publishing House, 1958). 
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surplus per worker in the two classes of establishments. In the smaller, 
non-power using plants the average annual surplus per worker is Rs. 
492; in the larger, mechanized plants it is Rs. 828."° Differences in 
productivity between dwarf and small industry are also found in Japan 
and Norway. For whereas in 1950 in Japan small firms, (that is, firms 
employing between 4 and 4g persons) had a labor productivity equal 
to .66 of the total industrial average, the productivity in dwarf firms 
was only .33 of the industrial average. In other words, productivity in 
dwarf firms was half of that in small firms. The corresponding figures 
for Norway, for 1953, are: productivity in small firms (employing 5 
to 49 persons) .89 of industrial average, and in dwarf firms (employing 
4 persons and less) .46 of that average. Hence here also productivity in 
dwarf firms was approximately half that of small firms.”® 

This discussion suggests that the crucial step in the industrialization 
process in underdeveloped countries is the attainment of a plant size 
exceeding that characteristic of the dwarf enterprise. We note also, if 
we consider the data for Germany presented in Table 3 that the process 
of economic development was accompanied by a diminution of the 
number of minute handicrafts firms, and an increase of the number of 
establishments in the small industry class. A similar pattern is discerni- 
ble in post-war Japan, though, if we consult annual data, there is some 
uncertainty about the decline of dwarf establishments, which show 
some irregularity in behavior. 

We cannot conclude from these statistics that dwarf firms were 
transformed into larger firms, though this process has doubtless taken 
place. Clearly the small cottage and handicraft establishments are 
exceedingly vulnerable and many of them have disappeared altogether 
in the course of time. Yet a sizeable number of these small handicraft 
shops did develop into small- and medium-sized factories, and this 
process appears to be of special importance in underdeveloped countries. 
Though it is well known that in the course of European industrial 
development the participation of craftsman was significant, and in 
some industries, indeed, indispensable, we know little about the actual 
relative weight which may be assigned to the gradual evolution of small 
handicrafts shops into medium and ultimately large plants. We have 
some biographical data on early industrialists who started out as artisans 
or craftsmen. For example the first manufacturer of machines in West- 





15 Dhar, Small-Scale Industries, pp. 77-81. 
16 The ratios for Japan and Norway have been computed from the same sources used for 
the construction of Table 2. 





Industry in Underdeveloped Countries 613 





TABLE 3 


NUMBER OF ENTERPRISES AND CHANGE IN NUMBER OF ENTERPRISES OF 
DIFFERENT SIZES IN GERMANY AND JAPAN 


Number of Dwarf Number of Small 
Country Establishments (a) Establishments (b) 


(1) (2) 


1. Germany 1895 1,989,572 139,459 
2, 1907 1,870,261 187,074 
3 1925 1,614,069 205,909 
4. Changes (c) 1895-1907 —119,311 (— 6.4) 47,615 (34.1) 
5. 1907-1925 —256,192 (—13.7) 18,835 (10.1) 
6. Japan 1947 2,802,043 410,641 
7 1954 2,634,046 584,633 
8. Changes (c) 1947-1954 —167,997 (— 6.0) 173,633 (42.6) 


Notes: (a) Dwarf enterprises for Germany include those employing one to five persons, for 
Japan, those employing one to four persons. 
(b) Small enterprises for Germany include those employing 6 to 49 persons, for Japan, 
those employing 5 to 29 persons. 
(c) Figures in parentheses are percentages. 


SouRcEs 

Line 1: Germany, Statistisches Amt, Statistik fiir das Deutsche Reich, CXIII (Neue Folge, 
Berlin: Puttkammer & Mihlbrecht, 1898), pp. 112-13. 

Line 2: Germany, Statistisches Amt, Statistisches Jahrbuch fiir das Deutsche Reich, 1910 
(Berlin: Puttkammer & Miihlbrecht, 1910), p. 52. 

Line 3: Germany, Statistisches Reichsamt, Statistisches Jahrbuch fiir das Demtsche Reich, 
1931 (Berlin: Reimer Hobbing, 1931), pp. 82-3. 

Lines 6 and 7: Economic Planning Board, “Statistical Analysis of Medium and Small Enter- 
prises in Japan,” Asian Affairs, Il (June 1957), 204. 


phalia, Franz Dinnendahl, started as a carpenter and machine me- 
chanic, and the first four machine manufacturers of Berlin also started 
as artisans. F. A. J. Egells was a locksmith, August Borsig a carpenter, 
Freund a mechanic and Wohlert a cabinetmaker. Other manufacturers 
of machines also started as craftsmen, as, for example, Richard Hart- 
mann of Chemnitz who began as a smith and set up a small shop in 
1837 employing three persons. His factory, at his death in 1878, em- 
ployed some three thousand persons.” 

It is not a mere accident that all these men founded industrial estab- 
lishments in the machinery industry, for in such industries as textiles, 
mining, and the production of crude metals, merchants or bankers 
were much more prominent in the earlier stages. The machine indus- 
tries, as against textiles, for example, required a high degree of technical 


17 See Henry Witt, Die Triebkrafte des industriellen Unternehmertums vor 100 Jahren und 
heute, unpublished dissertation, University of Hamburg, 1929, pp. 13-5. 
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skill, and it is this skill element which has made it possible even today 
for many more smaller enterprises to maintain themselves by the side 
of much larger ones. We find, in general, that the proportion of crafts- 
men who founded small (and potentially growing) enterprises is 
larger in those industries in which the skill element plays an important 
role than in those in which organizational talent or skill in marketing 
or financial sophistication is of greater significance. For example, a 
recent study conducted in the region around Izmir in Turkey shows 
that whereas in the textile industry 62.2 per cent of the plants were 
founded by merchants and 29.7 per cent by craftsmen, in the produc- 
tion of metal, wood, rubber and leather products, 59.7 per cent of the 
enterprises were founded by craftsmen and only 37.1 by merchants.”* 

Similar conclusions can be drawn from a study in another under- 
developed country, India. James J. Berna undertook a detailed study 
on the occupational background of the founders of 52 enterprises in 
the light-engineering industry in Madras State. Of these enterprises 
15 were founded by merchants, 12 by engineers, and 11 by artisans and 
craftsmen. The remaining firms were founded by men of miscellaneous 
backgrounds. Here again the role of craftsmen is far from negligible.”® 
Finally, we may mention another study in North India, in which also 
a detailed analysis of small-scale industrialists in the light-engineering 
industry was undertaken. Here a clear predominance of the craftsmen- 
entrepreneurs was found. Seven out of the ro firms studied were owned 
by highly skilled craftsmen themselves and the other 3 depended upon 
the close relationship between the owner (who was usually a merchant) 
and a craftsman actually in charge of operations.” 

But regardless of whether the establishments were owned by a 
craftsman or a person from some other occupational background, they 
all faced the same problem: shortage of working capital and virtual 
absence of reserves. McCrory lists the reasons why these small crafts- 
men entrepreneurs grow: They have a long-term outlook, and a high 
capacity to save; they live frugally and plough back all earnings into 
more fixed equipment and machinery; finally they are more skilled 
than workers in competing large plants and they probably work 
harder and longer hours than the average industrial employee in India. 





18 Alec P. Alexander, “Industrial Entrepreneurship in Turkey: Origins and Growth,” (mimeo- 
graphed paper, distributed by the author), p. 5. 

19 James J. Berna, S. J., “Patterns of Entrepreneurship in South India,” Economic Development 
and Cultural Change, V\\ (Apr. 1959), 348-53. 

20 James T. McCrory, Small Industry in a North Indian Town (Delhi: Government of India 
Press, 1956), pp. 6-9. : 
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But for all these assets, which sound like a reiteration of the Puritan 
virtues, these enterprises remain at the brink of disaster because there 
is no adequate organization of integrating their productive efforts into 
the over-all industrial picture of India. Like their Japanese counterparts, 
these firms do not have access to the regular loan market. They are 
too new, too small, and insufficiently rationalized in their operations 
to constitute viable risks which a banker would be willing to consider. 
They depend, like their Japanese counterparts, on subcontracts with 
larger firms or upon marketing their total output through a wholesaler. 
But unlike conditions in Japan this relationship is not based on a 
quasi-kinship relation, but rather like the European putting-out system, 
on the exploitation of the weaker by the stronger partner in this bar- 
gain. The Indian middleman is not interested in his small industrialist 
client, since if this client should fail he hopes to find another in his 
place. Moreover, the internal integration among small producers, 
which has been developed in Japan so admirably and which 
makes possible the coordinated production of a bicycle or a sewing 
machine by many independent small producers working side by side, 
is absent in India. The small Indian industrialist is fully exposed to 
the “fresh winds of competition,” but these winds sometimes take on 
the strength of a gale, and then the small producer has difficulty in 
remaining in his place and must use all his ingenuity and force to 
keep from being blown away. 

In spite of this instability, we find in India, as elsewhere, small 
establishments which prosper from the very start and grow almost 
continuously. McCrory himself writes of a manufacturer who started 
in 1948 with savings of Rs. 300 to make fountain pens. At the time 
this craftsman was interviewed, his labor force had risen to seven, and 
he had accumulated not only a sizeable amount of machinery, but also 
a three-months’ inventory of finished goods. To be sure that enterprise 
was not a proven success, but it had considerable chance not only of 
surviving but of growing vigorously.” A similar case study is reported 
from Beirut in the chocolate and candy manufacturing industry. Here 
again, the owner was a former craftsman, a confectioner. After trying 
to start an independent enterprise with friends who supplied the cap- 
ital, and which failed because of resulting disagreements, the founder 
left the company and sold out his interest. He traveled to Europe to 
study modern methods of confectionery production and with this new 





21 McCrory, Small Industry, pp. 53-67. 
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knowledge he returned to Beirut. Here is the rest of the story in the 
words of its author: ; 





Back in Lebanon he needed funds aad found he could secure none from the 
banking world. An old friend of his in the confectionery trade put his small 
savings at his disposal and agreed to provide him with an outlet for the products 
through his own network. The new firm was founded with a capital of only 
£1.150,000, which was enough to purchase an old chocolate factory. . . . Every 
attempt was made to save money; instead of buying a cutting machine for £1.5,- 
000, for instance, one was put together with the help of a mechanic from scrap iron 
tools... . The old factory, typical of the majority of small factories in the 
country was filthy with the grime of years. It was thoroughly scoured. Wooden 
floors and ceilings were added to utilize every inch of space. The old machines 
were cleaned and repaired, and production began. Daily output was 350 kg. . . . 
Revenue was coming in. New machines were ordered on the instalment plan 

. . within six months daily output was 600 kg. Three months later it was one 
ton and by the end of 1956 it had reached 1.2 tons. . . .2” 


Success stories like these have been reported from every underdevel- 
oped country. But the reason why they are told and retold is because 
they are rather rare. Given the needs for industrialization which are 
felt in the poor countries of Asia and the Middle East, too many smai! 
firms fail and too few prosper. It is not the fact of vulnerability as 
such which is characteristic of dwarf and small enterprise in under- 
developed countries, but the high incidence of failure, as compared 
with European countries or Japan. This is also the reason why numer- 
ous proposals for some form of cooperation among small industries 
have been made. It is expected that in this way a higher degree of 
stability and a better chance for the survival and growth of these 
establishments can be assured. 

Time does not permit an extensive discussion of the various proposals 
made in South Asia in support of small industry. One fairly ingenious 
scheme has been outlined by S. K. Dey.” It consists essentially in an 
application of the theory of the “big push” to small industries within 
a rather narrowly circumscribed local area. Dey finds that the main 
disadvantage under which small industries labor is the uncertainty 


22 Arthur E. Mills, Private Enterprise in Lebanon, unpublished -dissertation, University of 
London, 1958, pp. 97-99. 

23 See Sushil Kumar Dey, Industrial Development: A New Approach (Calcutta: Thacker 
Spink & Co., 1955). Mr. Dey’s scheme received a good deal of attention by Indian and British 
economists, notably Joan Robinson, who suggested that it be supplemented by an organization 
like the E. P. U. The debate concerning Dey’s proposal has been summarized in a paper by 
Suresh Prasad Niyogi, ‘““A Study of the West Bengal Village Exchange Scheme,” in Indian 
Economic Association, Papers Read at the 39th Annual Conference of the Indian Economic 
Association, Cuttack: Indian Economic “¢ssociation, 1956, pp. 275-282. 
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and general insufficiency of effective demand. He proposes that a 
clearing house be set up at which persons within a village or group 
of villages register their demand for manufactured goods and the 
objects they can supply. It is then up to the administrators of the clear- 
ing center, which functions in the form of a co-operative of the partici- 
pating artisans, to adjust incoming supplies of produced commodities 
to the demands registered by the participants in this scheme. As a 
method of widening somewhat the market for rural artisans this ap- 
proach may have some advantages, as, indeed, has been shown by 
Dey. But it is not likely to bring about a genuine transformation of 
these small rural handicrafts producers into small industrialists. For 
although the insufficiency of demand is an important factor impeding 
the growth of industry, the absence of improved techniques, deficien- 
cies of entrepreneurship, and, above all, the lack of capital will hold 
back industrial development, even if demand is abundant. 

In this context the experience of Japanese small industry is instruc- 
tive. Several teams of experts from the countries of southern and south- 
eastern Asia have visited Japan and studied her small industry. They 
have given attention to production techniques, methods of design, 
management practices, and sundry other problems concentrating upon 
the single enterprise, but they have for the most part failed to study the 
social organization of the small manufacturing industries of Japan. It is 
possible that a form of co-operative organization may be worked out 
for the small industries of underdeveloped countries which simulates 
some of the features of the Japanese model. But, unless some form of 
organization of small industries analogus to that of Japan is developed, 
the advantages of costs of production, and low capital coefficients of 
small industries may be lost because of the higher costs of co-ordination, 
marketing and provision of supplies. 

In short, the crucial feature of small industry in the underdeveloped 
countries of Asia and Africa is that it is an integrated sector of the 
economy as a whole, rather than a bundle of individual enterprises each 
with its own resources and prospects. Whereas in the course of eco- 
nomic growth of the western countries small establishments could fit 
themselves into the interstices which were left unexploited by larger 
enterprises (either by intention or default), the bulk of small enter- 
prises in the poor countries of Asia are much less capable of doing this. 
In many industrial fields, but especially in light industry, the alterna. 
tive for Asian countries is to have an elaborate and well integrated 
network of small producers or an indefinite survival of uneconomic 
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cottage industries. But in the former case, it is likely that small industry 
will continue to employ a substantially larger proportion of the in- 
dustrial labor force probably for a longer time than has been the case 
in western Europe. We have seen that even here small establishments 
have been tenacious especially in some industries, but they have ulti- 
mately tended to decline just at the time when productivity in small 
industry tended to catch up with that in medium and large indusrty. 
In Asia the fate of small industry is likely to be different. The share of 
the industrial labor force in small industry will continue for long to 
be large, and productivity will for a considerable time be substantially 
below the industrial average. In other words, small industries will oc- 
cupy a position between peasant agriculture and modern large industry. 
Yet if countries like India or Indonesia can reach an industrial plateau 
commensurate with that of post-war Japan, they will have made a 
giant step forward. 





Bert F. Hosetirz, University of Chicago 





Discussion 


WILLIAM N. PARKER: Professor Hoselitz’s paper suggests two 
comments which may be worth committing to print. First, it would seem 
desirable to sharpen the contrast between questions relating to size of plant 
and those relating to size of firm. This distinction is smudged over by the 
term “small industry”—a term which, strictly construed, does not relate 
either to firms or to plants. In the cases to which the statistics refer, firm 
and plant are largely coterminous; still in policy recommendations they 
should be kept distinct. Optimum size of plant is a question of technology, 
and relative factor prices. The rate of change in technology, the growth of 
factor supplies, the creation of a vigorous social organization may be af- 
fected by the scale of plants, but the effect—as for example, the effect of a 
large steel plant on national morale—is roundabout and intangible. The size 
of firm is much less subject to natural or technological constraints; it is 
wholly a matter of social organization. In Western countries the size dis- 
tribution of firms is explainable-only in terms of the uneven access to factor 
markets, especially to the capital market, of entrepreneurs of some given 
distribution of abilities. The reiative stability of the share of small firms in 
the labor force indicated in Professor Hoselitz’s statistics must perhaps be 
explained in quasi-biological terms. But technology surely puts closer con- 
straints upon the scale of plants than biology puts upon the size of firms in 
the coming development of the underdeveloped countries. 

Second, the lower productivity of the small firms relative to the large 
should, in my opinion, be more sharply emphasized. The paper attributes 
the difference exhibited in Table 2 largely to the “dwarf” enterprises of 
five workers or under, but examination of the weights of this group, roughly 
indicated in Table 1, leaves this in doubt. In both Japan and Norway, the 
large firms are well above the industrial average in productivity according 
to Table 2, and their productivity, rather than the average, is the proper 
basis of comparison. The productivity of the small firms, excluding the 
dwarves, would appear to be about half that of the large firms in Japan and 
perhaps seventy percent of that of the large firms in Norway. 

But discouraging answers given by statistics of this sort are, like the 
polite refusals of a well-bred lady, not necessarily conclusive. When they 
say no, they may mean maybe, and when they say maybe, we may conclude 
that they mean yes. If they should say yes, they would not really be statistics 
at all. The case for small plants in Asia must rest ultimately on predictions 
about the course of technological change. The giant industrial complex may 
prove to have been a native of Western society of the nineteenth century, 


and smaller concentrations in Asia may mean smaller plants. The case for 
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the small firm—put by Schmoller as early as 1870—rests ultimately on 
ideological grounds; it is the case for deconcentrated power and a large 
class of small property owners. Perhaps it is just such a class which made 
inflation mild and stimulating in European and American development, 
and the lack of such a class which produces the disastrous inflationary tend- 
encies which Professor Felix’s paper examines. 





Reviews of Books 


Der Aussenhandel und die Schiffahrt Finnlands im 18. Jahrhundert, unter beson- 
derer Beriicksichtigung der Umbruchsperiode der Handelsfreiheit im Bott- 
nischen Meerbusen und der grossen Seekriege. By Aulis J. Alanen. (Annales 
Academiae Scientiarum Fennicae, Series B, Volume CIII.) Helsinki: Suo- 
malainen Tiedeakatemia; Helsinki: Akateeminen Kirjakauppa; Wiesbaden: 
Otto Harrassowitz, 1957. Pp. 495. Mk. 2,400. 


This study of Finnish foreign trade and shipping in the eighteenth century is 
in one sense a rather narrowly specialized piece of research. At the same time 
the broader significance of some of the topics discussed lends it more general 
interest. 

As specialized research it is noteworthy because it is an example of a topic 
that has controlled the choice of data, rather than the all too familiar case of a 
topic dictated by the availability of the data. In the eigtheenth century Finland 
was not an administrative unit for which ready-made statistical collections can 
be found. Professor Alanen has had to disentangle much of his data from the 
over-all statistics of the Swedish state, of which Finland was then a part. He has 
supplemented this with compilations from the archives of Finnish ports and of 
Hamburg, Liibeck, and Amsterdam, together with materials drawn from the 
Danish Sound tolls. 

Nearly half of the volume is organized around the leading commodities in 
Finnish foreign trade. Tar, the product of peasant industry in the Finnish forests, 
was the chief export and formed the basis of lively shipping and shipbuilding 
in the port towns of Ostrobothnia. Timber and wood products, today the leading 
exports of Finland, lagged far behind tar in the eighteenth century. Alanen’s analy- 
sis of the reasons for this sheds some interesting light on contemporary economic 
conditions in Finland and on the process of development. 

On the import side salt was the most important commodity and was also the 
basis of extensive shipping activity. The Commodity Act (produktplakat) pro- 
hibited imports in foreign vessels other than those of the country of origin. Since 
there was little shipping in the Mediterranean countries where the salt originated, 
Swedish-Finnish vessels had little competition in this trade. The granting of 
commercial freedom (the right to engage in foreign trade directly without dealing 
with Stockholm) to Finnish ports in the latte: part of the century led to a sub- 
stantial expansion of Finnish shipping in the salt trade. 

Alanen’s treatment of the trade in these and other commodities includes dis- 
cussion of changes in the volume of trade, its geographical distribution, and the 
relative importance of the various Finnish ports. A detailed picture of eighteenth- 
century mercantile and maritime activity is rounded out by chapters analyzing the 
over-all course of trade and shipping, shipbuilding, smuggling, commercial and 
financial arrangements, and the underlying framework of law and treaty. 

Although attention is focused on trade and shipping, this study contributes 
to an understanding of the early stages of Finnish economic development, and 
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clarifies the particular role of Finland in over-all Swedish development. Finnish 
trade and shipping also reflected changes in international market conditions, so 
that the reader sees the familiar events of European economic history from a new 
vantage point. The impact of naval warfare, interwar diplomatic maneuvering, 
the decline of Holland, the rise of Britain and France, and the growth and revolu- 
tion of the American colonies are all clearly mirrored in these commercial records. 
Finally, Finnish experience throws light on certain typical problems in eighteenth- 
century economic history: mercantilist regulation, monopolistic trading com- 
panies, subsidies, and their impact on commodity prices and quality, as well as 
the volume and direction of trade and navigation. 

This is an interesting and useful study of an important period with a broader 
significance than its limited subject would suggest. It is also an excellent example 
of Finnish scholarship in economic history, which is not as well known to the 
profession as it should be. 





J. Witutam Frepricxson, North Park College 


La France sous les derniers Capétiens, 1223-1328. By Marc Bloch. (“Cahiers des 
Annales,” No. 13.) Paris: Armand Colin, 1958. Pp. 132. 


To read a work by Marc Bloch and gain little from it! This is what I experi- 
enced, sadly, in going through the book here reviewed. The failing is hardly 
Bloch’s. The book itself is the lecture notes of a course given at the Sorbonne 
in 1937-1938 on what we would call the “survey” level, where demands for 
comprehensiveness tyrannically exclude opportunity for penetration or inspiration. 
Bloch never intended their publication. The style consequently lacks that artistry 
of expression of which Bloch was a master, and in places the text is no more than 
a list of items that Bloch on a particular morning intended to discuss. About a 
third of the book deals with topics in social or economic history. Nearly the 
whole section on social life is but a faint promise of his masterly La Société féodale; 
the ideas in the section on money are better stated in his Esquisse d’une histoire 
monétaire de l'Europe; and his description of trade and trade routes is rather 
banal. Then, too, the twenty years of scholarly work in urban history and demog- 
raphy that have elapsed since these lectures were given have perforce outdated 
his discussion of the town, nor have even the brief comments on usury and the 
just price weathered well. The editors might have helped by providing some 
references to recent bibliography, though I think the project of publishing these 
notes would still have been ill-advised. It is no service to the memory of a great * 
historian to let his fellow specialists hear him lecture on an elementary level, 
when he doesn’t know they’re listening. 

Davip Herutny, Bryn Mawr College 


Le avventure della lira. By Carlo M. Cipolla. Milan: Edizioni di Communita, 
1958. Pp. 136. Lire 800. 


This is certainly one of the most useful and most enjoyable accounts of the 
history of money I have ever read. It is a survey of the Italian lira from the 
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early middle ages to the present in a bit more than a hundred pages (plus two 
interesting appendixes and an admirable bibliography). But one should not be 
deceived by its small “paper-cover” format. Carlo Cipolla has done much more 
than extract a summary of Italian monetary history from other works—though 
this in itself would have been enough to justify such a work. In explaining the 
more complex developments affecting the lira, Cipolla has used many good 
and apparently original statistical calculations, for example those concerning 
gold-silver ratios, performed at his economic history institute at the University 
of Venice. There really are surprisingly few compromises with “popularization” 
here, and even advanced students of monetary history can expect to find’ many 
new and good pieces of information for them, especially of a bibliographical 
nature. On the other hand, the graceful style and the clarity of the analysis make 
this a rather good work for beginning students, too, and even for undergraduates 
in economic history courses. It should be translated into English as soon as possible. 

Some physical features of this little book deserve to be mentioned. The paper 
and type are of good quality; the footnotes are copious, enlightening, and on 
the bottom of the pages to which they refer; and there are eight pages of photo- 
graphs of coins, admirably selected and well reproduced. Altogether, quite a 
bargain at 800 lire. 





Martin Wotre, University of Pennsylvania 


The Puerto Rican Businessman: A Study in Cultural Change. By Thomas C. 
Cochran. Philadelphia: The University of Pennsylvania Press, 1959. Pp. 198. 
$5.00. 


Mr. Cochran’s principal objective in this volume was (1) to evaluate and 
analyze the effects of Puerto Rico’s economic association with the United States 
since the Spanish-American War on the cultural values of a selected group of 
Puerto Rican entrepreneurs and businessmen, and (2) to indicate what effects 
their response or lack of response has had on Puerto Rico’s economic growth. 

As background for the analysis, Cochran calls attention to Puerto Rico’s long 
and intimate cultural and economic ties with Spain prior to 1898. He also gives 
a brief history of the Puerto Rican economy since that date, pointing out both 
the opportunities and obstacles to entrepreneurial activities by native businessmen 
during the period. He further indicates that although the proprietors of large 
sugar operations and banking enterprises have generally been quite responsive 
in their attitudes and business practices to influences stemming from the North 
American mainland, the opposite has been generally true of individuals engaged 
in marketing activities. 

In a pioneer test of the reaction of representation of the industrial segment of 
the economy to North American influence since the turn of the century, Cochran 
took a sample of some seventy leading Puerto Rican manufacturers; forty of whom 
were “older business leaders selected for their knowledge of the history of busi- 
ness in the Island” (p. 17) and thirty younger men who began operations after 
1940. Through personal interviews, answers were obtained to an extensive ques- 
tionnaire from each member of the group. From an analysis of data gathered 
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he concludes that the attitudes and cultural values of the members of his sample 
group have been little affected by Puerto Rico’s half century or more of close 
economic association with the United States. Like many upper class Puerto 
Ricans, they have tended to adhere to a Spanish-type culture and have shown 
relatively little interest in adopting American organizational methods and busi- 
ness attitudes. As a result they have contributed to “a complex of forces in 
Puerto Rico [that] seems to have slowed business change and economic growth, 
as generated within the local system . . .” (pp. 165-66). 

As an historical analysis, Cochran has made an interesting and provocative con- 
tribution to the subject of cultural change, one that might well serve as a model 
for others examining the process of cultural adaptation. While he quite legiti- 
mately confined his study to an important aspect of Puerto Rico’s historical devel- 
opment, the announced policy of the government to encourage industrial develop- 
ment on the Island, will almost inevitably raise the question of the implication of 
his findings for the potential success of such a policy. Indeed, in so far as the 
members of his sample are representative of the entrepreneurial group expected 
to assume leadership in Puerto Rican industrialization, the prospects for vigorous 
expansion do not appear promising. 

Yet such a conclusion may be quite unwarranted, at least from the statistical 
evidence presented. However valuable the group of seventy businessmen selected 
may have been as a source of information about past developments, it is by no 
means clear that they represent an adequate cross section or random sample of 
the entire Puerto Rican business community. To the extent they are not repre- 
sentative it may well be that leadership in industrialization in Puerto Rico may 
come from individuals who are less inhibited by their cultural values than the 
members of the sample group. 

Harotp F, Wituramson, Northwestern Unversity 


A Documentary History of American Industrial Society, edited by John R. 
Commons, Ulrich B. Phillips, Eugene A. Gilmore, Helen L. Sumner, and 
John B. Andrews. New York: Russell and Russell, 1958. 10 vols., $125.00. 

“It is a common criticism,” wrote John B. Clark in 1909, “that . . . histories 
of most countries as have until recently been current have been too largely 
military and too little institutional.” A monument of scholarship which helped 
to reverse the trend Clark deplored was this massive compilation of sources of 
American economic history. Conceived by Richard Ely and brought to comple- 
tion under the direction of his student John R. Commons, it has been a standard 
reference since its publication in 1910-11. Now, almost fifty years later, a new 
printing is made available. For those who have worked closely with the contents 
of the 1910 edition and want to read as they run, it can be said at the outset that 
the new edition is a photographic reproduction of the old, including the original 
illustrations, prefaces, introductions, the invaluable index, and the supplement to 
volume IV. Parenthetically, it might be noted, that the binding and paper are, 
to my mind, superior in the present printing, the volumes being less cumbersome 
and less somber in appearance. 
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The only editorial change is the addition of new introductions to the five 
parts of the work. All of the introductions are short; none attains twelve pages. 
Louis Filler, writing the introduction to the U. B. Phillips volumes is the least 
successful of the five. Apparently conceiving his task to be the listing of titles 
of studies which have come out since the Documentary History, he does little 
more. He makes no effort to show the weaknesses nor the continuing strengths 
of Phillips’ compilation, nor even to assess the value of the studies he himself 
cites. 

The other introductions are more analytical and therefore more valuable. 
Richard B. Morris introduces the two volumes containing the labor conspiracy 
cases. He provides some significant English background on the doctrine of con- 
spiracy as well as making some comments on the weaknesses in the selection 
of the sources. George Rogers Taylor in dealing with the documents for the 
1820-1840 period does a masterful job of both introducing the reader to the 
recent literature while noting the deficiencies in the sources. For the period 
1840-1860, Joseph Dorfman, as one would anticipate, like Morris and Taylor, 
warns against taking the words “workingman” or “labor” at face value. Dorfman 
also points to sources in the collection which show not the collectivistic spirit of the 
age which Commons and his colleagues emphasized, but the individualistic, 
enterprising aspects of the period that have recently been pressed in the literature. 

Though these first four scholars find lacunae in the collection, none goes so 
far as Henry David does in reviewing the volumes for 1860-1880. He finds, and 
with justice it must be said, that the documents give “an inadequate view” of 
industrial society for the period and “a distorted representation of the labor 
movement.” Like all the other introductions, his also refers to some of the 
recent literature. 

Commons and Ely intended their work to be a documentary economic history, 
but it was, and it remains, less than comprehensive. For those not familiar with 
the full extent of the work (There are probably few historians who have not used 
it in part.) it might be worth while to point out. how uneven the Sections are. 
The first two volumes purport to describe the Southern economy from the seven- 
teenth century to 1860, but the overwhelming majority of the selections concern 
only agriculture (and then. primarily plantation crops) and Negro slavery. 
Volumes III and IV contain invaluable reprints of the various labor conspiracy 
cases of the early nineteenth century, usually arguments of attorneys, but often 
with long excerpts from testimonies. (These cases are, it might be added, a 
treasure chest for the historian of economic ideas.) 

More than half of the ten volumes, V to X inclusive, are devoted to presenting 
sources—such as excerpts from newspapers, labor journals, books, pamphlets, 
manuscripts and government documents—on the formation of unions between 
1820 and 1880. The accent all through is on organization. More than anywhere 
else in these ten volumes, the never-ending concern for organization seems the 
most dated aspect of the work. Whereas today’s students of history are interested 
in descriptions of the living and working conditions of all labor as much as in or- 
ganization, for Commons and his colleagues the central concern was organized 
labor and how it got that way. As a result, very little on the state of the work- 
ing class in any period is included in the collection. And as Henry David points 








626 Reviews of Books 


out in his introduction to volume IX, to ignore the effects of the depression 
of 1873 is to omit an important segment of the history of labor. 

The other side of the coin of the editors’ abiding interest in labor organization 
is their slighting of farm organization and agrarian discontent. Only some 
hundred pages of the last volume deal with the Grange and farm movements. 
This is in striking contrast to the many pages devoted to quite minor figures in 
our economic history like Robert Owen and the Land Reformers. Although 
the ante-bellum South received two volumes for a description of its economy, 
nothing is included on the West, for the material on the frontier is not only 
sketchy, but pertains solely to the Southwest. 

To review the contents of A Documentary History in this fashion is but to 
recognize the changes which have overtaken the interests of economic historians 
in the last half century. For there are other shifts besides those pertaining to 
labor organization and the farmer. As institutionalists, Commons and his editors 
often saw their material differently from the way moderns will look at it. For 
example, in dealing with the plantation, U. B. Phillips casually presents it almost 
outside of time and place: illustrations for the same point are drawn from the 
West Indies and Virginia; from the seventeenth and nineteenth centuries. 
Moderns would be more likely to emphasize differences between periods and 
localities. Since the work of Dorfman, historians are skeptical in a way Commons 
was not, of accepting Robert Owen and George Henry Evans as authentic 
spokesmen for labor. Today, with our interest in business as well as labor history, 
employers can be written about more charitably and therefore more realistically 
and Richard Morris can correctly point out that in the conspiracy cases no 
worker went to jail; “that the employers were out to establish a principle and 
not to get their pound of flesh.” The sources collected in the first two volumes 
seem quite out of line with current scholarly interests in southern economic history 
for the yeomen of F. L. Owsley are dubbed “poor white” and the materials re- 
lating to them fill little more than three or four pages out of over 700. 

But that these volumes betray in some respects their age should surprise no 
one. The noteworthy thing is that they are so eminently useful still. And the 
reason, of course, is that sources though selected from a larger mass are sources 
still and therefore susceptible of reinterpretation. Thus anyone interested in 
documenting Polanyi’s or Tannenbaums conception of the conservative nature 
of the labor movement and the worker’s resistance to a market economy could 
readily find material in these volumes (for example, III, 316, IV, 279, 330, VI, 
119, 293, 299). In 1960 one is brought up sharp by the contemporaneity of the 
arguments a hundred or more years ago on the right to work (III, 88, 139, 384) 
and the cost-push inflation of unions (VI, 36-7, 48)! Even if scholarly interests 
have shifted in our day, the long introductions written by the compilers certainly 
still merit perusal. They display a boldness of interpretation too often missing 
in modern scholarship (see, for example, in the introduction to volume IX, the 
discussion of the three stages of agrarianism in American thought). In short, 
A Documentary History is still indispensable; indeed, it is unrivaled as a single 
collection of sources for the economic history of the United States. 





Cart N. Decter, Vassar College 
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The Making of an American Community: A Case Study of Decocracy in a 
Frontier County. By Merle Curti with the assistance of Robert Daniel, Shaw 
Liverm» > Jr. Joseph Van Hise, Margaret W. Curti. Stanford, California: 
Stanfora University Press, 1959. Pp. vii, 483. $8.50. 


Few books published during our generation have contributed so significantly 
to both the theory and methodology of American history as this brilliantly con- 
ceived and meticulously executed monograph. Its purpose is two-fold: to test 
the off-debated question “whether it is possible really to be objective in writing 
history,” and to determine the validity of Frederick Jackson Turner’s thesis that 
on the frontier the “ready accessibility of free or almost free land promoted 
economic equality and that this was followed by political equality.” Armed with 
the tools of the behavioralist and the statistician, Merle Curti has attempted to 
validate these hypotheses by a microscopic examination of the social structure of 
Trempealeau County, Wisconsin, during its period of occupation by easterners, 
Norwegians, and lesser European nativity groups. 

That he has succeeded remarkably is due to his recognition that both tradi- 
tional historical techniques and empirical methods have their place, and that 
each must be used to solve the problems for which it is best suited; this is in 
pleasant contrast to the attitude of some social scientists who claim omnipotence for 
their methodology or other historians who scorn any deviation from their estab- 
lished procedures. His analysis of the settlement process and the spread of 
transportation facilities utilizes traditional techniques, and is distinguished only 
by the fact that few counties have been investigated in such depth and by such a 
distinguished historian. When examining the structure of Trempealeau’s emerg- 
ing social order, on the other hand, he employs mass data from the census cards 
of 1850, 1860, 1870, and 1880 to reveal the structure of society and the economic 
interests of the settlers with an accuracy unrivaled in historical literature. Tradi- 
tional materials again provide a basis for chapters on social relationships and 
concepts, while the mass analysis of census data, tax lists, mortgage records, and 
similar materials distinguishes chapters on the nativity, occupational interests, 
and wealth of the population. 

Mr. Curti’s fascinating description of Trempealeau’s social structure only serves 
as a prelude to his detailed study of the democratic political institutions that 
emerged during the pioneer years. He properly recognizes that these institutions 
were not germinated on the frontier, but were handed down to the first settlers 
by the national and state governments. His concern is with the evolution of 
democratic practices within this framework. In some of the book’s most exciting 
chapters he utilizes both traditional and empirical techniques to prove that these 
emerged with startling rapidity, that each basic issue was resolved by democratic 
processes which recognized minority rights, and that frontier conditions fostered 
a social mobility which encouraged decision-making at the grass roots of local 
society. Equally suggestive is Curti’s analysis of the leadership structure; care- 
fully isolating thirty-two major and 169 minor men who dominated the political 
and social scene, he reveals the attributes that distinguish leaders in any social 
order and studies the relationship between leadership roles and nativity, educa- 
tional Jevel, occupation, income, and other factors. 
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No brief review of this book could do more than hint at its many contributions 
to frontier theory. Some of the most fruitful findings emerge in Mr. Curti’s dis- 
cussion of the social structure: he documents the high degree of frontier mobility 
that historians have long recognized, proves that this applied equally to immi- 
grants and native born and was directly correlated to low property holdings, and 
demonstrates that the high level of opportunity on the frontier allowed low-income 
groups to increase their wealth at a significantly higher rate than the well-to-do. 
His documented findings also prove that leadership roles were related to the 
extent of property holdings, that leaders emerged most rapidly in the early settle- 
ment period and continued their dominant roles in later eras, and that leadership 
opportunities for the foreign-born increased proportionately with the numbers 
of the racial groups they represented. Most significant of all is his conclusion 
that the frontier did create a degree of economic opportunity for all which re- 
sulted in an unusually high level of political participation. He concludes that the 
newer West, as Turner postulated, was a land in which democratic practices 
flourished and flowered. 

Mr. Curti would be the last to claim that his findings definitely prove even 
this one point in the frontier hypothesis. He repeatedly points out that they 
apply only to Trempealeau County, and might differ in studies of the settlement 
process in Kentucky, or Nebraska, or California. Nor can his study be completely 
convincing until similar investigations of older settled areas reveal a lesser degree 
of social mobility and a corresponding slackening of political decision-making in 
the lower economic levels; he does make certain comparisons with an eleven- 
county area in rural Vermont, but these are not sufficient to be convincing at all 
points. Yet the fact remains that he has provided definite proof of an important 
hypothesis as applied to a relatively typical frontier area. He has also suggested, 
in his final chapter, a series of comparative studies which, if made, will lend 
complete validity to his conclusions. It is hoped that these suggestions, and the 
complete success of this pilot study, will inspire other investigations of the sort 
he proposes. 

There can be little doubt that such studies will be made, for Curti’s most 
significant contribution is the revelation that the mass analysis of data is not 
only essential but possible for certain types of historical problems. Historians 
who deal in broad generalizations alone can no longer hide behind the excuse 
that their discipline is not subject to objective testing. The result is not easy 
reading; the galaxy of charts, tables, and graphs require careful study to be 
meaningful while the prose makes no compromise with readibility in its quest 
for accuracy. But the results are so completely rewarding that no historian can 


ignore this book. 





Ray ALten Bitiincton, Northwestern University 


Movements Ouvrier et Socialiste. Chronologie et Bibliographie Angleterre, France, 
Allemagne, Etats-Unis (1750-1918). By Edouard Dolléans and Michel Crozier. 
Paris: Editions Ouvriéres, 1950. Pp. xvi, 381. 

Movements Ouvriers et Socialistes (Chronologie et Bibliographic). L’Italie (Des 
Origines 2 1922). By Alfonso Leonetti (Collection dirigée par E. Dolléans et 
M. Crozier.) Paris: Editions Ouvriéres, 1952. Pp. 198. 
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Movements Ouvriers et Socialistes (Chronologie et Bibliographic). L’Espagne 
(1750-1936) By Renée Lamberet. (Collection dirigée par E. Dolléans et M. 
Crozier.) Paris: Editions Ouvriéres, 1953. Pp. 204. 

Movements Ouvriers et Socialistes. Chronologie et Bibliographie. La Russie. Vol. 
I (1725-1907); Vol. II (1908-1917). By Eugéne Zaleski. (Published under the 
auspices of the Institut Francais d’Histoire Sociale.) Paris Editions Ouvriéres, 
1956. Pp. 463 and 492. 





To undertake the laborious and thankless task of compiling bibliographies, 
especially in an area as broad and difficult to define as the history of “labor and 
socialist movements,” requires considerable dedication. For these five volumes, 
containing chronologies and bibliographies on the history of labor in seven 
countries, students will long remain indebted to the late Mr. Dolléans and his 
associates. Even without the promised addition of similar volumes on Latin 
America and the Scandinavian countries, this is the most complete collection of 
historical references on foreign labor movements available. A fair evaluation of 
this kind of work, however, presents certain difficulties. One must recognize the 
compilers’ limitations of time and resources. Leaving aside for the moment the 
importance this may have for mechanical questions of how to present the material 
in order to be of maximum assistance to future researchers, there are more basic 
issues to be considered, namely how to delineate the field, what to emphasize, and 
what to ignore. A subject like labor movements, which is marked by deep emo- 
tions and sharp conflicts of interest, almost inevitably engenders competing and 
conflicting historical interpretations, which suggests different emphases, inclu- 
sions, and exclusions in a select bibliography. 

In contrast to the Continental European tradition, most American labor 
historians have been inclined to treat the history of the labor movement as a 
history of trade unionism. Few of them, for understandable historical reasons, 
have felt it necessary to treat the development of trade unions as part of an 
integrated whole consisting, according to John R. Commons, the founder of the 
most fertile school of American labor historians, of trade unionism, labor politics, 
and the co-operative movement. Continental writers have in general approached 
the labor story from a broader perspective. They have been less interested in 
studying the evolution of individual unions, tracing particular aspects with the 
intention of explaining institutional adaptations to or influences on economic 
change, or examining problems of structural change as such. For them the history 
of the labor movement has in the main been social history from a labor point 
of view, the history of the emergence of the fourth estate in all its economic, 
social, political, and intellectual manifestations. 

Until his death in 1954, Dolléans was one of the foremost French representa- 
tives of this approach. He viewed the labor and socialist movements as “the 
most passionate and most human expression” of social progress. He wanted to 
grasp the passions and innermost feelings of the laboring man as he emerged 
as an actor on the scene of history and to trace the expressions of these feelings 
in his struggle for “social emancipation.” If there is any unifying, central idea 
underlying this collection of references and chronologies, it is the moral message 
Dolléans found in the history of the labor movement, a universal drive by the 
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lower classes and their sympathizers for the realization of the “good society.” 
Dolléans felt quite correctly that to understand the labor movement it has to be 
_ studied comparatively in different sociocultural settings, but his ideological 
approach is not without dangers. In this collection it accounts for a very heavy 
emphasis on polemical materials, ideologies, unrest, revolution, and other primarily 
political manifestations. But it should not be forgotten that this kind of material 
bulks large in the European countries and in the historical periods covered. 

Each of the volumes follows basically the same pattern. The historical record 
is divided into generally accepted periodizations of the labor movement in each 
country. Each period is treated in a separate chapter, starting with a chronology 
of events and developments, followed by a bibliography of governmental and 
labor documents, newspapers and magazines, and finally books, pamphlets, and 
some journal articles written during the period in question or having reference 
to it. The value of the chronologies is limited by the fact that they concentrate 
almost exclusively on incidents illustrating the class struggle. On the other hand, 
the listing of newspapers and magazines appearing in each period is very help- 
ful. In general the coverage is much more complete on materials published 
during the period in question than on studies of the period published later. The 
volume on Spain lists all items by year of publication and since it does not extend 
beyond 1936, nothing published since then is included. The Spanish volume also 
is restricted almost exclusively to publications that appeared in Spain. The same 
is true also for the volume on Italian labor but not for those on the other 
countries. 

The student of American labor history will find the sections devoted to this 
country of limited usefulness. The bibliographies on this subpect by Ralph E. 
McCoy? and Maurice F. Neufeld,? not to mention the authoritative guide to 
trade union documents by Lloyd G. Reynolds and Charles C. Killingsworth,? 
are much more complete and, with one exception, better indexed. And as far as 
periodical literature on labor in English-speaking countries is concerned, this 
new collection cannot compare with the very extensive compilation by Charles A. 
Gulick, Roy A. Ockert, and Raymond J. Wallace. The contributions of the 
volumes under review are most important in the area of Continental European 
labor history. Even in this area, however, many studies that would be of interest 
from an economic-history point of view have been left out. For Germany, for 
instance, hardly any of the available studies of labor and working conditions in 
specific trades and industries are mentioned. The entire literature of published 
dissertations is ignored. Nevertheless, the chapter dealing with Germany from 
1835 to 1890 includes special headings for Lassalle, Rodbertus, Liebknecht, Marx 


1 History of Labor and Unionism in the United States: A Selected Bibliography. Bibliographical 
Contribution No. 2 (Champaign, IIl.: Institute of Labor and Industrial Relations, University 
of Illinois, 1953, Mimeo). 

24 Bibliography of American Labor Union History. Bibliographical Series No. 2 (Ithaca, 
N. Y.: New York State School of Industrial and Labor Relations at Cornell University, 1958). 

3 Trade Union Publications: The Official Journals, Convention Proceedings, and Constitutions 
of International Unions and Federations, 1850-1941 (Baltimore: Johns Hopkins Press, 1944-45), 
3 vols. 

4 History and Theories of Working-Class Movements: A Select Bibliography (Berkeley: 
University of California, 1955). 
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and Marxism, and the life of Karl Marx. Readers familiar with Dolléans’ work 
will not be surprised by this emphasis on personalities. Dolléans had a 
penchant for personalities, whom he used partly to crystallize certain forces within 
an epoch. 

This criticism applies less to the volume on Spain, which has a thoughtful 
introduction by the author on the broad influences on Spanish labor, and it is not 
directed to the two volumes on Russia. With a combined total of 5,570 entries, 
these two volumes are not only by far the most extensive and up-to-date of the 
set, but the only ones with a subject index. They are based on the holdings of 
twelve major Continental libraries, and in many instances the entries are ac- 
companied by call numbers to one or more of these libraries. Whatever the short- 
comings of the collection as a whole from the point of view of students in- 
terested chiefly in economic questions, it is a valuable research aid, and certainly 
for Russian and to a lesser extent for Spanish and Italian labor history, an indis- 
pensable guide. 





Gaston V. Rimuincer, Princeton University 


The Economic Mind in American Civilization. Volumes IV and V, 1918-1933. 
By Joseph Dorfman. New York: The Viking Press, 1959. Volume IV, pp. xxxiv, 
398, and Volume V, pp. liv, 378. 2 vols., $12.50. 


With these two volumes Mr. Dorfman brings to a conclusion his prodigious 
study of the evolution of ecoromic thought in the United States from the begin- 
ning of the seventeenth century up to the inauguration of President Roosevelt in 
March, 1933. These final volumes cover the era of adjustment and progress from 
1918 to 1929 and the Great Depression from 1929 to 1933. Three quarters of the 
material relates to the period from the end of World War I to the close of the 
so-called era of economic normalcy in 1929. As in the prior three volumes of this 
study, the reader is introduced to a wide variety of topics: the era of postwar 
complacency, the limited radical and social reform movements of the same 
period, the cross-fertilization of related social science disciplines, the work of 
the Elders such as R. T. Ely, F. W. Taussig, and J. B. Clark and of the monetary 
theorists of the 1920’s, the younger critics such as J. M. Clark, M. A. Copeland, 
and R. G. Tugwell, the development of institutional economics, the appearance 
of the new traditionalists in the realm of economic thought such as F. H. Knight 
and Jacob Viner, and finally the first three years of the Great Depression and the 
response of economists to this severe dislocation of the nation’s economy. In- 
terlarded among these many topics are biographical sketches of outstanding 
academic economists, trade union leaders, political figures, and an assortment of 
businessmen and other figures of public note in the period 1918 to 1933. 

All this material is handled most skillfully and with great scholarship. 
Students of American economic history, of the development of American eco- 
nomic thought, and of the lives of the many individuals who have influenced 
that thought in the years 1918-1933 will find Dorfman’s Volumes IV and V, 
like their predecessors, a rich source of information. Since Dorfman tells us in 
his preface to Volume IV that these two volumes bring his study to a conclusion, 
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we are now in a position to evaluate his whole intellectual product. Precisely 
how is one to classify this large historical study? Is it primarily economic history, 
history of economic thought, or biographical treatment of those who have con- 
tributed to the stream of economic thought? If one is pressed to seek a basic focus 
of interest in the six volumes on The Economic Mind in American Cuvilization, 
the answer must be that what Dorfman has written is in essence a history of 
American economic thought, or as he himself puts it, a “history of the American 
contribution to economic thinking.” However, Dorfman’s work is nothing like 
the conventional histories of economic thought which specialize in the analysis 
of economic ideas or concepts, and pay relatively little attention to economic history 
or to the biographical incidents in the lives of economists. His unique approach 
to the study of the evolution of economic thought was first developed in his 
well-known volume on Thorstein Veblen and His America (1934). This approach 
involves combining economic history, economic analysis, and biographical ma- 
terial. It enables Dorfman to shift from history to theory and to biographical 
incident as his scientific interest directs him. 

Dorfman’s historical-theoretical-biographical approach was quite effective in 
his early volume on the economics of Thorstein Veblen for two reasons which 
are not as applicable to his later study of the development of American economic 
thought. In his earlier study Dorfman was dealing with a single economist and 
with his entire life’s span. Consequently, his study of Veblen’s economics has 
both a clear focus and an overriding unity. When Dorfman turns to the economic 
thought of the period, 1606-1933, his method of analysis proves to be much less 
fruitful than it was in his Veblen study. In his later study the reader is given 
an encyclopedic treatment of three centuries in the development of American 
economic thought, with little effort being made, however, to provide unity for 
the whole study through a critical analysis and evaluation of the course of this 
development. Furthermore, the reader is introduced to a series of contributors to 
American economic thought, many of whose lives were far from complete at 
the cutoff date (March, 1933) of the last volume. For example, three economists 
who figure prominently in Volume V went on after 1933 to do significant 
theoretical work or to play important roles in the economic affairs of their 
country. John R. Commons wrote his monumental Institutional Economics, 
Wesley C. Mitchell fathered the country’s planning body, the National Resources 
Planning Board, and wrote his essays on national economic planning, and John 
M. Clark expanded his views on his “social economics” in three important 
volumes which were published after 1933. 

If Dorfman is to realize the full potential of his study of American economic 
thought, he should consider the advisability of writing what in my opinion is 
clearly needed, a sixth volume that would undertake to analyze the course of 
American economic thought since 1933. A quarter century has elapsed since 
the inauguration of President Franklin D. Roosevelt. Furthermore, a whole new 
episode in the development of economic thought has occurred since 1933. This 
episode includes the presentation of Lord Keynes’ national income economics 
and the American reaction to this type of economic thought. Dorfman asserts that 
he does not have the necessary historical perspective to analyze properly the events, 
theories, and personalities of the economic world since 1933. But the New Deal, 
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which he hardly touches upon since it came after March, 1933, is now very much 
a part of past history. And John Maynard Keynes, the major intellectual force 
behind recent American economic thought, has been dead for more than a decade. 

One is necessarily led to wonder how long the social scientist should wait 
before he feels qualified to discuss the flow of economic events and theories. 
Especially where one proposes to follow the course of events, the lives of social 
thinkers, and developments in economic thought over three and a third centuries 
(1606-1933), it would seem highly desirable both to bridge the final quarter 
century, and more importantly, to reflect upon the significance of the whole 
period under investigation. Has the economic mind in the United States found 
something of a sense of direction in the past three centuries, or is it merely mov- 
ing from crisis to crisis very much as a ship may be driven by the aimless cross- 
currents of the seas? Reflections along these lines would give more focus and unity 
to Dorfmans encyclopedic treatment of the course of American economic thought 
over more than three centuries. It is to be hoped that Mr. Dorfman will in the 
future feel moved to supply Volume VI of what is clearly one of the outstand- 
ing economic studies of our time. 





Attan G. Grucny, University of Maryland 


American Business Cycles, 1865-1897. By Rendigs Fels. Chapel Hill: The 
University of North Carolina Press, 1959. Pp. vii, 244. $6.00. 


In this study of the American business cycle from the close of the Civil War 
through 1897, Rendigs Fels has done more than provide the most detailed and 


useful description of the cycle available for this period. He has attempted with 
some boldness and no little ingenuity to analyze cyclical behavior during these 
years, utilizing to an unusual extent the tools and materials which have been 
made available by theorists and statisticians. 

Fels states his findings cautiously and tentatively. Often his reservations and 
exceptions are as suggestive as his conclusions. He found none of the theorists’ 
models entirely satisfactory. But, in his opinion, Schumpeter’s, with certain 
modifications, proved most useful both for an understanding of the whole 
period (looked upon as the depression part of a two-phase Kondratieff) and for 
a study of the three major postwar cycles (Juglars). Though he recognizes the 
importance of external events, Fels concludes that they affected merely the timing 
and severity of cyclical swings—the cycles were fundamentally the result of 
internal forces. On the disputed issue of the relative importance of monetary 
versus real factors, the author, while by no means ignoring the former, places 
primary emphasis on the latter. 

No one will expect general acceptance of all of the conclusions so tentatively 
arrived at in this book. Certainly Fels’ enthusiasm for the Schumpeterian schema 
may not be shared by those who do not interpret the period 1865-1897 as one 
characterized by a declining rate of innovation. The well-known developments 
in such important fields as petroleum, electricity, chemicals, and steel, as well 
as the relative decline of agriculture and the growth of industrial employment (a 
qualification noted by Fels) do not fit well into Schumpeter’s pattern. Moreover, 
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economic historians may, for example, question the weight which the author 
gives to opinions expressed in business and financial journals and his relative 
neglect of revelant institutional developments in such areas as marketing, busi- 
ness organization, and technology. 

But irrespective of Fels’ conclusions—they will arouse interest even where they 
are questioned—this book must be welcomed as a major contribution. It directs 
attention to questions to which theorists, statisticians, and economic historians 
must give increasing study. And equally important, it demonstrates again the ad- 
vantages to be gained by combining a deductive and an inductive approach in 
studying the business cycle. 

Grorce Rocers Taytor, Amherst College 


Pre-Famine Ireland: A Study in Historical Geography. By T. W. Freeman. 
Manchester: Manchester University Press, 1957. 


In our own day, when we seem to be emphasizing continuity more than change, 
catastrophes like the Great Famine are about as welcome subjects for discussion 
as were miracles during the Age of Reason. The Great Famine was more than the 
crucial turning point in modern Irish history—it was the Great Divide. Both the 
face and the mind of Ireland were utterly changed in that dreadful year of 1847, as 
Ireland’s basic problem, over population, was resolved in a terrible tragedy in 
three acts: famine, disease, and emigration. In that fateful year the old Gaelic 
social order was destroyed, while the party of the revolution, long since dead, 
was reborn, and the structure of Ireland’s basic industry, agriculture, was 
fundamentally modified. The beginnings of these changes were, to perceptive 
historians, evident before the Famine, but the suddenness and magnitude of the 
disaster made immediate what might have been only long-term trends, and 
irrevocable what might have been, in time, actually reversed. 

In Pre-Famine Ireland: A Study in Historical Geography, T. W. Freeman 
admirably presents a picture of Ireland on the eve of impending disaster. The 
author divides his work into two parts. The first deals with Ireland as a whole, and 
after a cursory introductory chapter, treats a variety of subjects: population and 
emigration, agriculture, trade, industry, mineral resources, and communications. 
In “Social Problems,” the sixth and final chapter in the first part, Mr. Freeman 
adds another dimension to geography when he undertakes a discussion of poverty, 
illiteracy, housing, religious settlements, and tenures in land holding. The second 
part deals in detail with the more traditional aspects on a regional basis. The 
historical province of Leinster is considered in two chapters—“Dublin and the 
Central Lowland” and “Southeast Ireland”—while the other three provinces, 
Munster, Connaught, and Ulster, are treated in successive chapters. 

The sources in the main are the exhaustive Census of 1841 and the Ordnance 
Survey maps to the scale of six inches to the mile, completed for all Ireland in 
1842. These are supplemented by the reports of government commissions, prin- 
cipally the Deven (Landholding, 1847-1848) and the Drummond (Railways, 
1838), and the memoirs of travelers, including H. D. Inglis and the perceptive 
Mr. and Mrs. S. C. Hall, who toured Ireland before the Famine. These in turn 
are judiciously augmented by a host of secondary sources, and the wealth of detail 
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and the weight of authority can only be termed impressive. The maps and 
diagrams newly compiled from the raw material are exceptionally well presented 
and instructive. 

One thing is certain from Mr. Freeman’s account—Ireland on the eve of the 
Famine was a frightening text for a Malthusian sermon: an enormous population 
of over 8,000,000, of whom some 80 per cent were supported on a narrow and 
precarious agricultural base. The solution was to reduce the population or to im- 
prove the base. Emigration, even at public expense, was favored as a remedy by 
government committees in 1823, 1827, 1830, and 1832. Though government aid 
did not materialize, some 500,000 Irish emigrated in the decade 1831-1841. 
Doing something about widening the agricultural hase was mush discussed, and 
more favored as a remedy after 1832 than emigration. Sincere and pious optimists, 
like Sir Robert Kane, were of the opinion that some two-thirds of the existing 
“unimproved” land in Ireland, about 6,200,000 acres of a total area of 17,000,000 
acres in 1841, could be reclaimed. Today, in an age of superior technology, nearly 
all of this “unimproved” land still remains to be reclaimed. Actually, more was 
done, indirectly and generally at public expense, to widen the agricultural base 
by the improvement in transportation and communication. 

All in all, Mr. Freeman’s work makes it painfully apparent that, within the 
existing economic frame of reference, Ireland’s problems were insoluable without 
a reduction in population. Widening the agricultural base was not a real solution 
in the face of continued population pressure. The bold idea of forcing a shift 
in Ireland from an agrarian to an industrial economy, which alone could have 
satisfied the population pressure, was just too much to expect of a society not 
yet aware of the vast implications of the Industrial Revolution. Even the mere 





modest and realistic proposal of supplementing the agrarian base in Ireland with 
an industrial support was still too much to expect of a governinent resting every 
year more heavily on a manufacturing class permeated by the ideas of the “dismal 
science.” With massive government interference the only rea! solution for Ireland’s 
problems besides emigration, Pre-Famine Ireland is an implicit testimonial to the 
dangers inherent in refusing to think about alternatives that lie outside the ac- 
cepted economic orthodoxy of the day. 


Emmet Larkin, Brooklyn College 


Illinois Internal Improvemenis, 1818-1848. By John H. Krenkel. Cedar Rapids, 
Iowa: The Torch Press. 1958. Pp. 252. $4.00. 


If it is true that “not failure but low aim is sin,” then, at least on this score, 
Illinois emerges almost blameless from her sad and costly experience with internal 
improvements in the period under study. Granted that the planning, financing, 
and over-all execution of the various projects which culminated in the Internal 
Improvements Act of 1837 left a great deal to be desired, the end in view 
was certainly good. In this modest volume the author describes in a factually 
straight-forward and unemotional way the fortunes of Illinois during one of the 
early periods of “boom and bust” in the history of the United States. 

Seldom have the American states been more severely criticized, or the un- 
happy results of their ill-advised action more frequently held up to ridicule and 
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scorn. Solon Robinson, Indiana pioneer and farm editor, spoke for the majority 
when, in 1845, he described the unpredictable Illinois railroad which ran between 
Meredosia and Springfield as, “another of the links of that endless chain that was 
to bind the State in love together, but has bound them in debt forever.” Without 
a doubt the sad failure of a majority of state-sponsored improvements in the first 
half of the nineteenth century supplied later entrepreneurs and prophets of 
private enterprise with an all but irresistible body of propaganda-laden logic. The 
experiences of the 1830’s and 1840's were often cited as a horrible example of the 
results which follow from public ownership and operation of transportation 
facilities. It is only fair to point out, as does Mr. Krenkel, that there was perhaps 
as much fear and suspicion of private monopoly, real or potential, in that period as 
there is a similar feeling about “creeping socialism” and state capitalism in this 
day and age. ; 

The almost frenzied efforts of western states to promote internal improvements 
at any cost seem to have been generated by a kind of haunting fear that otherwise 
progress might very well pass them by—progress, of course, measured in terms 
of population, industry, commerce, and wealth. Consequently, there is a certain 
impressiveness about the whole movement for internal improvements which is 
characteristic of the frontier and which reflects the spirit of youthful vigor, 
enthusiasm, and optimism in which these programs were conceived and born. 
Included in the Illinois plan was authorization for a number of rail lines as well 
as river and road improvements, in addition to the long proposed Illinois and 
Michigan Canal. The almost complete failure of the Illinois Improvements Act 
is scarcely more attributable to inexperience, poor planning, and faulty execution 
than it is to a colossal misfortune in timing which saw the launching of the 
program occur almost simultaneously with the advent of the panic of 1837. 

In the end, the lessons of failure were dearly learned. Illinois struggled for 
years with a heritage of state debt which brought her to the threshold of repudia- 
tion in the dark days of the 1840’s. Railroad building, when it finally came to 
Illinois, came under the auspices of private capital and not as public works 
projects. Nevertheless, it is worth noting that the amazingly rapid expansion of 
the railroad network in the 1850’s followed to a considerable extent the projected 
lines and even the prior surveys of the earlier day. Krenkel makes it clear that 
the success of the private companies as contrasted with the failure of the State 
can be explained by the return of better times, the entirely new factor of the 
federal Jand grant for railroad construction (in which the Illinois Central was a 
pioneer) and the increased wealth and population of the State in the “fifties” as 
compared with the “thirties.” When measured by this yardstick the efforts of 
Illinois and her sister states are seen in an entirely different light. Perhaps it 
could be said with justice that they attempted too much with too little too soon! 

Rosert M. Sutton, University of Illinois 





Cultural Foundations of Industrial Civilization. By John U. Nef. Cambridge: 
Cambridge University Press, 1958. Pp. xv, 164. $4.00. 


Of those who present us with sweeping theses on the larger themes of history, 
surely those are entitled to the most respectful hearing who come to their gen- 
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eralizations in the later stages of their working lives, following on scholarly 
researches into the detailed workings of the society in which they are interested. 
Not that Professor Nef, in this volume, ventures out into the wider field for the 
first time. War and Human Progress, besides a host of articles in several lan- 
guages, testify to the breadth of interest of one of the greatest living authorities 
on the sixteenth century. 

It was therefore a happy choice for the Wiles Trustees to invite John Nef to 
lecture at Belfast in 1956 on a subject of his choice and to discuss this as “work 
in progress” with a group of distinguished invited hearers. One hopes that the 
volume will be widely read, for it presents important thoughts on the sociology 
of the formative periods of economic change. 

Yet it would be wrong to suggest that we are here presented with any final 
conclusions regarding the necessary or likely “cultural foundations” on which 
our present or any other industrial civilization rests. Rather, drawing on his 
rich store of learning, especially in the history of the Renaissance and the Reform- 
ation, Nef gives an insight into the noneconomic content of the lives of genera- 
tions who pioneered new forms of economic life. Truly this is “work in progress,” 
for there is the promise of much more to come. 

Under the heading of “cultural foundations” we must here also subsume the 
spiritual basis. This means no attempt to add another chapter to discussions 
which began with Weber and Tawney. Rather, we are presented with a clear 
belief that society can only survive when there is “the renewal and perfection 
of that spirit to which men and women owe their greatness.” Throughout the 
book runs the author’s belief in a world civilization based on Jesus Christ, a 
Kingdom of God in which charity tempers all worldly relationships. With that 
one cannot quarrel if one is a Christian, though one must sometimes be inclined 
to doubt whether all Nef’s examples of the application of such a spirit in practice 
can be put down to Faith as opposed to expediency. Reform and restraint may 
be dictated by self-regarding reason. 

In his approath to the essential qualities of the industrial civilization, Professor 
Nef has selected a number of factors on which he has specialized knowledge. 
Some of these are familiar, like the revolution in thinking that came about with 
quantitative precision and the mathematical marvel of the predictable event in 
astronomy. Others are more novel, like the placing of the origin of a mass 
market for well-made consumer goods in the Renaissance man’s delight in per- 
fection of form. If one had to choose one of these factors as being clearly nearest 
to Professor Nef’s heart, one would say that it was the “advent of compassion.” 
On the one hand, he accepts the transition from a medieval preoccupation with 
spiritual matters to the modern concern for outward appearances as necessary; 
on the other, he attaches equal importance to the accompanying new surge of 
charity. The examples are diverse. There is Zwingli, temporarily overshadowed 
by Calvin, and there are the Catholic saints like Frangois de Sales and Vincent 
de Paul whom he.presents as advocates of a new set of everyday ethics as well 
as founders of serving orders. (But it is questionable whether theirs was such a 
new attitude after all.) Whatever its origins, the new Christianity is held to be 
all-important and to have found its outlet during the later industrial phase in 
the work of Quakers and Unitarians, which “owed much to the gentleness, 
the compassion, the charity and the love to which the French priests managed 
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to give such positive content.” If this means that all these rediscovered something 
of the spirit of the Sermon on the Mount, it is true enough, but not if it implies 
some direct influence of thought. 

There is much else that arrests the reader's attention. The emancipation of 
women is treated as another necessary constituent of modern industrial society. 
The rise of a consumer class of gentry is presented as a fresh angle on a familiar 
chapter of social change. In Holland, an urban middle class of consumers fulfills 
an important function in the “economy of delight.” This account figures as the 
first section of a concluding chapter on “Civilization and Industrialism.” At this 
point the reader might expect some further analysis of the sociology of effective 
consumer demand in succeeding centuries, but to one’s surprise one is plunged 
into a long digression on how the Chablais region on the shores of Lac Leman 
was induced to change its religious allegiance in the 16th century! Here again 
Francois de Sales figures largely—in his efforts to make the Chablais people 
renounce Calvinism without armed help from Savoy. This seems to have been 
unsuccessful, since in the end the soldiery had to complete the counterreforma- 
tion, and Nef himself calls de Sales’ opposition to force “a pious legend.” Jt is a 
little difficult to know what the episode is supposed to show; there are better 
examples if one wishes to demonstrate that by 1600 Europeans knew how to 
argue by sermon and by pamphlet rather than by blunderbuss. 

The book ends with the restatement of the principal cultural sources of civiliza- 
tion, the quest for beauty and virtue in everyday life, for perfection in the arts 
and in the art of living independent of the “economy of abundance” as measured 
quantitatively. The volume of trade followed, it was not the cause. The lesson 
for our own times is made clear: those who now strive to build a new edifice of 





truth must not expect immediate rewards; their world will come later. 

The volume should be treated as a sort of prologomenon to what must 
surely become a larger work on the subject suggested by the title. Professor Nef’s 
philosophy of history, as well as his faith, are as stimvlating in print as the 
spoken version was to a!] those who heard him. 


D. E. C. Everstey, University of Birmingham 


The Scholastic Analysis of Usury. By John T. Noonan, Jr. Cambridge, Mass.: 
Harvard University Press, 1957. Pp. xii, 432. $9.00. 


This important book analyzes the ideas on usury of upwards of eighty scholastic 
thinkers from the high Middle Ages until the present. Part I, “The Scho- 
lastic Theory, 1150-1450,” explains the basis for opposition to usury—‘profit 
on a loan without just title,” the author defines it—in the Bible and the teaching 
of the Church, and traces the efforts in medieval scholasticism to construct a 
case in natural law against it. The case, as it emerges, is rigorist, though not 
entirely consistent, according to the author, with the scholastic acceptance of other 
contracts involving credit, the “partnership” (societas) and the “annuity” 
(census). He who would infer an anti-capitalistic bias in the Middle Ages from 
the usury prohibition alone does so on the basis of only a portion of the evidence. 

Part II, “Criticism and Revision . . . 1450-1750,” the most remarkable part 
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of the book, has as its theme the liberalization of the usury prohibition. Mr. 
Noonan traces this along two lines: the admission of “just titles” to profit on a 
loan, of which some six are analyzed (lucrum cessans, damnum emergens, 
carentia pecuniae, expenses incurred by lending, risk, the obligation to lend 
assumed by those in that business); and the development of alternate credit 
contracts that side-stepped the prohibition of usury. The intellectual tours de force 
—the power of the analysis or the shamelessness of the casuistry, as you will—by 
which some of these scholastic thinkers pushed the usury prohibition on to the 
sidetracks of economic life, provide fascinating insight into the intellectual habits 
of a tradition and an epoch. Mr. Noonan does not discuss at length the hoary 
question of the origins of capitalism, the Weber thesis and the Tawney thesis— 
and probably wisely so—in order not to overburden his book. The implications 
of his findings, however, seem clear; they add up to a thesis which might be 
called “the Scholastic Ethic and the Rise of Capitalism.” They seem to show 
that Calvinism does not bring with it a leap from an anticapitalistic medieval 
ethic that lives on in Catholicism. In rushing to greet capitalism, the “Protestant 
ethic” and the “Scholastic ethic” race in the same direction along parallel tracks, 
although perhaps at different speeds. These statements are only implicit in Mr. 
Noonan’s pages, but I think I am not misinterpreting him in drawing them out. 

Mr. Noonan may be exaggerating the speed and extent of this liberalization. 
There would seem an inconsistency between his conclusion on the state of the 
question around 1750—“It would be perhaps impossible to think of a transaction 
involving the extension of credit at a moderate profit which could not have been 
justified in terms of the revised scholastic analysis” p. 362—and the continued 
soul searching of the following century. But to select, from amid the crowd of 
scholastic writers, those most truly representative of the period’s “best opinion” 
would always require a discussable judgment. The minimal value of Mr. 
Noonan’s own selection is that the men he discusses, ultramontane or not, are 
clearly within the Catholic tradition, that among them stand many of that 
tradition’s most important figures, and that they say what he imputes to them. 

Mr. Noonan brings to his subject training in scholastic philosophy and law. 
He sees things clearly, and in explaining for us intricate scholastic ratiocinations, 
this is all advantage. It is not all advantage when he ‘discusses the work (“The 
Usury Theory and Some Historians’— Chapter XX) of fellow laborers in the 
vineyard. Perhaps we have, in historical writing today, too much pussyfooting, 
but it is hardly fair to dismiss a man’s work as “simply” this or “simply” that, 
find the appropriate label, and be done with it. 

Mr. Noonan stays well within his field of the formal analysis of scholastic 
argument. He does not consider at length the case in economics against usury, 
as suggested by some scholastics (that is, that usury, offering easy profit in the 
consumption loan, drained needed capital away from productive enterprises in 
agriculture and business), nor does he attempt to evaluate to what extent the 
prohibition was respected or what practical effects it might have had. This is 
not, in other words, the kind of book an economist or a historian would have 
written, but for that reason it is perhaps the more valuable for the economist 
and the historian to read. 





Davip Heruiny, Bryn Mawr College 
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Rails, Mines, & Progress: Seven American Promoters in Mexico, 1867-1911. By 
David M. Pletcher. (Published for the American Historical Association.) 
Ithaca, New York: Cornell University Press, 1958. Pp. x, 321. $5.50. 


David Pletcher has put seven American promoters—William S. Rosecrans, 
Edward L. Plumb, Albert K. Owen, President Ulysses S. Grant, Alexander R. 
Shepherd, William C. Greene, and Arthur E. Stilwell—under a careful micro- 
scope and has come up with a study that shows gringo promotion in Mexico at 
its best and at something less than its best. These seven men came with varying 
backgrounds, they attacked their speculative problems with several different 
approaches, and they met with a considerable variety of success. As individual 
studies, these sketches are complete and judicious, and they throw significant 
light on the services of promoters in an underdeveloped region. 

When Porfirio Diaz resigned—‘“abdicated” would be nearer the truth—after 
a long generation as dictator of Mexico, 85 per cent of American capital invested 
in his country was in railroads or in mining. To be a successful promoter in 
these technical fields meant almost insuperable problems of labor recruitment, of 
social delicacy in a rigid old-world cuiture, and of organization and management 
in a country that had not matured to understand the business meanings of those 
terms. And despite the stability of a dictatorship that welcomed foreign capitalists 
these seven promoters received no tumultuous welcomes, but came to Mexico 
garlanded with suspicion by the natives, both highborn and peon. That they 
accomplished the little they did is more a tribute to their doggedness and im- 
provisational abilities than to the soundness of their designs. 

Particularly in railroads is their acumen open to question. They banked on 
markets that were not there; they showed a woefully inadequate understanding 
of economic potential of several Mexican areas; they laid out routes that made 
sense from a standpoint of terrain perhaps, but that missed important commercial 
cities; they anticipated a trade with the Orient through Mexico that proved 
illusory; and in general they tried to sell a doubting public on expectations which 
they could not begin to deliver. But they learned valuable lessons for other 
concessionaires, despite what Pletcher calls their own “self-hypnosis.” And they 
helped awaken Mexico to the possibilities of industrialization, with all that has 
meant in the social and political upheavals of the post-19g10 era. 

It may be that the most valuable result of Pletcher’s sketches will be uninten- 
tional, that the long-range worth of this book lies in its presenting seven case 
studies of what happens when an advanced economy moves in on a retarded one. 
Circumstances and procedures vary nowadays, but the United States and some 
of its citizens are more than ever trying to bring the lessons of American in- 
dustrial exploitation to bear on backward countries. Mexico is no longer one of 
those underdeveloped areas, but the operating conditions under which these 
American promoters learned their unhappy lessons bear remarkable similarities 
to conditions still to be encountered in nations less fortunate than Mexico in 
1959. This book deserves study beyond the circle of Latin American enthusiasts, 
for it makes a real contribution to the portrait of American business at work. 


Jor B. Frantz, University of Texas 
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A History of American Labor. By Joseph G. Rayback. New York: The Macmillan 
Company, 1959. Pp. vi, 459. $6.00. 


A knowledge of labor history is an essential key to understanding the current 
labor movement. A new and readable book on the subject of labor history in the 
United States is, therefore, to be welcomed. Joseph G. Rayback’s book entitled, 
A History of American Labor provides in little more than 400 pages a sweep 
through more than three centuries of labor’s participation in this country’s 
economic and political life. The story divides into three historical eras, correspond- 
ing to conventional practice in economic histories—the colonial and revolutionary, 
the transitional and the modern. A balanced apportionment gives roughly three- 
fourths of the space to events of the last century, when labor became psychologi- 
cally and economically more clearly distinct from capital and the entrepreneur 
than had been true in the preceding two and one-half centuries of an agrarian 
economy and when the proportion of the population wholly dependent upon 
wage income greatly increased. Mr. Rayback’s account is primarily narrative, 
beginning with a description of the role of bound and free labor in the seven- 
teenth century and ending the record with the McClellan Committee’s investiga- 
tion in 1957 of unethical practices in labor unions. 

Balance is further preserved by setting labor’s chronicles against a background 
of contemporary economic and political affairs. The emphasis on labor in politics 
does not obscure a proper concern with the cyclical and secular changes in the 
economy and their effects on labor’s outlook and activities. No important inci- 
dents of significance to labor are omitted. The latest research of specialists is 
incorporated in interpretation of events. In a narrative of such chronological and 
sociological scope, compressed into one volume, it would be carping to ask for 
analysis and philosophical interpretation of trends. The thoughtful reader will 
perceive for himself, for example, that the nineteenth century gave organized 
labor in America greater legal and economic freedom to experiment with struc- 
ture and function than was accorded to working people in most countries, and 
yet that labor’s legal status remained bafflingly indeterminate, owing partly to our 
constitutional arrangements of divided sovereignty and judicial review. Or he 
will note that laborers’ emphasis on governmental help rather than voluntary 
collective bargaining vacillated with shifts from business depression to business 
boom. He will certainly observe that labor consciousness developed slowly in our 
socially fluid society. 

The book is recommended for the general reader who wants to achieve perspec- 
tive and understanding about organized labor, or for one who would brush up 
on historical events relative to American labor. It is written in an easy, lively 
style and events move fast across the stage. The student will also find a useful, 
reasonably complete bibliography. Mr. Rayback is to be congratulated on having 
omitted other text book trappings. 


Extnor Pancoast, Goucher College 
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The Agrarian Origins of Modern Japan. By Thomas C. Smith. Stanford: Stan- 
ford University Press, 1959. Pp. xi, 250. $5.00. 


Hugh Borton’s study of “Peasant Uprisings in Japan of the Tokugawa Period,” 
published in 1938, first led Western students of Japanese history to assume a close 
connection between peasant discontent and the political upheaval of 1868— 
even though Borton found no strong evidence of political motivation in the 
uprisings he studied. In recent years further interest in Japanese rural life has 
been aroused by the agrarian roots of the communist movement in China and 
by the Allied Occupation’s land reform program in Japan. Thus a number of 
able Japanese historians have made investigations in this field and have added 
materially to our understanding of economic and social changes in agricultural 
communities. Now Professor Smith of Stanford University has brought together 
the results of Japanese research, made some judicious soundings in original 
sources, and written one of the most valuable studies of Japanese history ever 
written in English. 

Smith gives historical perspective to his book by devoting Part I to traditional 
village life in the seventeenth century and Part II to changes that occurred 
roughly between 1700 and 1868. In Part I he demonstrates that families were 
units of economic, social and political life and that these units “clung together 
with great force and were broken up only when competitive inducements of 
trade began, much later, to dissolve these ties.” (p. 54) Part II begins with an 
excellent chapter on the growth of the market, and moves on to an investigation 
of the way this development affected, and was affected by, improvements in 
agricultural technology—particularly in commercial fertilizers, plant varieties, 
irrigation, and methods of removing grain from rice stalks. Succeeding chapters 
provide careful analyses of the process by which the expanding economy tended 
to make laborers into independent wage earners, increase the number of tenant 
farmers, weaken the interdependence and self-sufficiency of familial groups, and 
widen the gap between the rich land holders (who were becoming more involved 
in trade and industry) and the landless families (who usually sought employment 
in village handicrafts). In the last two chapters the author draws some sound 
conclusions, and ventures a few tentative hypotheses, concerning the nature and 
significance of the increasingly large number of conflicts which erupted in villages 
throughout Japan during the last decades of the Tokugawa Era. 

This book, together with several other recent studies, will cause students to 
question several established theories about the character of Japan’s remarkable 
transformation during the last one hundred years. The reappraisal may even 
increase doubts about the validity of two generalizations which Smith seems 
still to accept: that “Japanese modernization as a rapid and deliberate movement 
began in 1868 with the Meiji Restoration” (p. 201); and that the Restoration 
was led by a group of “lowly and often impecunious warriors” who chose to 
adopt sweeping programs of reform rather than preserve the feudal system. But 
the position we take on the perennial question of the Restoration will not alter 
the value of The Agrarian Origins of Modern Japan as a truly scholarly, thought- 
ful study that adds clarity and meaning to one of the most important and con- 
troversial areas of Japan’s past. 

Detmer M. Brown, University of California, Berkeley 
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